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W. Martin Morics, C.PA.
Col ler

July 30, 2008

Honorable Tom Barrett, Mayor

The Members of the Common Council
City of Milwaukee

Milwaukee, Wi 53202

Dear Mayor and Council Members:

| am pleased to present the Comprehensive Annual Financial Report (CAFR) of the City of Milwaukee for
the fiscal year ended December 31, 2007. This report is prepared to satisfy the City Charter requirement for the Office of the
Comptroller to prepare an annual statement of revenues and expenditures and the Common Council’s request for an
independent examination of financial activity of the City of Milwaukee. The report was prepared by the Office of the
Comptrolier in conformity with accounting principles generally accepted in the United States of America (GAAP). as set forth
by the Governmental Accounting Standards Board (GASB) and other authoritative accounting standard setting bodies. This
report presents the financial position of the City of Milwaukee and its component units. The CAFR reflects the actual
financial activity of the past year rather than proposed activity for a future year, as presented in the City’s Annual Budget.

This report consists of management’s representation concerning the finances of the City of Milwaukee.
Consequently, management assumes full responsibility for the completeness and reliability of all of the information presented
in this report. To provide a reasonable basis for making these representations, management of the City of Milwaukee and
the component units are responsible for establishing and maintaining an internal control structure designed to ensure that
the assets entrusted are protected from loss, theft or misuse, and to ensure that adequate accounting data is compiled to
allow for the preparation of financial statements in conformity with GAAP. The internal control structure is designed fo
provide reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable assurance
recognizes (1) the cost of a control should not exceed the benefits likely to be derived and (2) the valuation of costs and
benefits require estimates and judgments by management. As management, we assert that, to the best of our knowledge
and belief, this financial report is complete and reliable in all material respects.

An independent firm of licensed certified public accountants, KPMG LLP, has audited the City of
Milwaukee’s financial statements. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the City of Milwaukee for the fiscal year ended December 31, 2007, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; assessing the accounting principles used and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent auditor concluded, based upon the audit, that there was a
reasonable basis for rendering an unqualified opinion that the City of Milwaukee’s financial statements for the fiscal year
ended December 31, 2007, are fairly presented in conformity with GAAP,

The GASB Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis —
for State and Local Governments requires that management provide a narrative introduction, overview, and analysis to
accompany the Basic Financial Statements in the form of a Management’s Discussion & Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The MD&A can be found
immediately following the report of the independent auditors.

The Comprehensive Annual Financial Report is presented in three sections. The Introductory Section
includes a list of principal officials, an organizational chart, and this letter of transmittal, which highlights significant aspects of
the City and particular financial issues. The Financial Section includes the independent auditors’ report, Management’s
Discussion and Analysis, the basic financial statements (government-wide statements and fund statements), notes to the
financial statements, other required supplementary information (RSI), combining financial statements and other financial
schedules. The Statistical Section includes exhibits and tables of unaudited data depicting the financial history of the City,
as well as demographic and other miscellaneous statistics, generally presented on a muilti-year basis.

THE REPORTING ENTITY AND ITS SERVICES

The City of Milwaukee was incorporated as a city on January 31, 1846, pursuant to the laws of the territory
of Wisconsin. The City, in operation under a Home Rule Charter since 1874, provides for a council-mayor form of
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government. The Mayor, Comptroller, Treasurer, City Attorney and 15 Common Council members are elected officials of the
City. Local elections are nonpartisan. Officials are elected to identical four-year terms. The City of Milwaukee held a
general election for these positions in April 2008. The Mayor is the Chief Executive Officer and maintains a cabinet form of
government controlling major City departments by appointing department heads subject to confirmation by the Common
Council. The Mayor is responsible for the preparation of an annual city expenditure budget, subject to review and adoption
by the Common Council. The Common Council is responsible for the management and control of the finances and property
of the City and has the full power and authority to establish, enforce and modify all regulations for the government. The
Comptroller, as the Chief Financial Officer for the City, is responsible for establishing City accounting policies and
procedures, revenue estimating and monitoring, examination and investigation of all matters related to the finances of the
City, issuance of debt and financial reporting. The City Treasurer is responsible for the receipt, disbursement and
investment of all monies accruing to the City, including the collection of property taxes. The City Attorney is responsible for
all legal matters of the corporation, including furnishing legal opinions, drafting all legal documents and defending the City in
any legal actions.

The City of Milwaukee provides a full range of municipal services, including police and fire protection,
sanitation, health, culture and recreation, public works, conservation and development and administrative support services.
Also included in the report are the enterprise operations of the Metropolitan Sewerage District User Charge, Parking, Port,
Sewer Maintenance and Water Works. These activities are under the direct oversight responsibility of the Mayor and
Common Council and constitute the primary governmental functions of the City of Milwaukee. In addition, entities for which
the City has financial accountability or for which the nature and significance of their relationship with the City would cause
these financial statements to be misleading or incomplete are a part of the reporting entity. Discretely presented component
units are reported in a separate column in the government-wide financial statements to emphasize that they are legally
separate from the primary government and to differentiate their financial position and results of operations from those of the
primary government. The following organizations are reported as discretely presented component units: Milwaukee
Economic Development Corporation, City of Milwaukee Housing and Redevelopment Authorities and Neighborhood
Improvement Development Corporation.

The City maintains budgetary controls, the objective of which is to ensure compliance with legal provisions
of the annual budget adopted by the Common Council of the City of Milwaukee. Activities of the general, capital projects
funds and certain special revenue, debt service and enterprise fund types (exclusive of the component units) are included in
the City’s annual budget. The component units’ respective Boards approve their budgets. City departments are required to
submit their annual budget requests for the ensuing year to the Mayor by the second Tuesday in May. The Comptroller is
also required to provide a statement of anticipated revenues by this date. After all requests have been reviewed, the Mayor
submits his proposed Executive Budget to the Common Council. The City Charter requires that this be done on or before
September 28. The Common Council must complete its review and adopt the budget on or before November 14. Once
adopted, Common Council approval is required to amend the total appropriations by a department, the legal level of control
for each budget. The level of budgetary control (that is, the level at which expenditures cannot legally exceed the
appropriated amount) is established by object class (i.e. salaries, operating expenditures, equipment) for each department
for the general fund and enterprise funds. Project life rather than the standard current fiscal year is utilized for capital funds
and special revenue funds. The City of Milwaukee also maintains an encumbrance accounting system as a technique of
accomplishing budgetary control. Budget-to-actual comparisons are provided in the Required Supplemental Information
Section of this report for the General Fund.

LOCAL ECONOMY

Geographically, Milwaukee consists of 95.8 square miles and is situated in the southeast corner of the
State with Lake Michigan at its east boundary. Milwaukee is the largest city in the State; with a 2006 U.S. Census estimated
population of 602,782. Due to its large population, it is also the only city of the First Class within the State of Wisconsin. The
City represents approximately 40 percent of the population of the greater metropolitan area. Based on the last U.S. Census,
the population in the four-county-retail-trade-area surrounding Milwaukee is 1.5 million and represents 28 percent of the
population of the State of Wisconsin. Over 74% of metropolitan Milwaukee’s population is comprised of residents with the
working ages of 18 and older. Forty-eight percent of the counties of Milwaukee, Washington, Waukesha and Ozaukee
residents are under the age of 35.

The City’s economic structure reveals a diversified economy with strong service and manufacturing
sectors. The service sector (service, finance, insurance, real estate and retail trade) employs over 69% of the workforce.
Manufacturing firms employ 17 percent of the work force. The area is not dominated by any large employers. Less than 2%
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of the manufacturers have employment levels greater than 500. Less than 1% of the employers in finance, insurance and
services have more than 500 employees.

Metropolitan area firms are engaged primarily in the manufacture of machinery. Contrary to Milwaukee’s
reputation as a brewery capital, less than one percent of the City’s industrial outputs are related to brewing. In recent years,
the metro region has a reputation as a center for precision manufacturing. It leads the nation in the production of industrial
controls, X-ray equipment, steel foundry parts, and mining machinery.

Milwaukee is a major commercial shipping hub. Of vital importance to both the local and state economies
is the Port of Milwaukee, a shipping and receiving point for international trade as well as the primary heavy-lift facility on the
Great Lakes. A protected harbor permits year-round navigation through the port from three rivers in addition to Lake
Michigan. With access to the eastern seaboard via the St. Lawrence Seaway and to the Gulf of Mexico through the
Mississippi River, the Port of Milwaukee processes slightly under four million net tons of cargo annually and has helped the
state maintain an export growth rate twice the national average. Both the Union Pacific Railroad and the Canadian Pacific
Railway serve the Port, which is also served by convenient, non-congested access to the interstate highway system.
Principal inbound commodities include cement, coal, machinery, steel, salt, limestone, asphalt, and crushed rock. The Port
is also home to the U.S. Coast Guard, the U.S. Navy Reserve and the U.S. Army. The Harbor Commission’s authority also
includes the property of Milwaukee World Festivals, Inc., Pier Wisconsin, the Pieces of Eight Restaurant and the Lake
Express high speed ferry.

Economic development is encouraged through the growth of employment opportunities for the citizens of
Milwaukee and supports private investment that grows the City’s tax base. Four key approaches are utilized: 1) direct
financial assistance to small businesses that helps clients take advantage of opportunities to increase sales and
employment; 2) use of tax incremental financing to provide public infrastructure improvements or other assistance to
encourage major private investments that will contribute significantly to the growth of the tax base, employment or availability
of commercial services in underserved areas; 3) partnerships with organizations that represent businesses and employers to
improve the business environment, either in a particular geographic area or a particular industry segment; and 4)
management of projects that invest City resources to redevelop underutilized or vacant properties for eventual sale to private
owners.

In addition to pursuing new business, the City takes an active role in guiding economic development to
serve the community. The City manages a number of programs intended to assist in local business retention efforts, provide
permit assistance to new businesses and seek out appropriate sites for these businesses. The City has recently established
its 41° Business Improvement District and Tax Incremental District (TID) #71. Forty-eight TID’s remain active. In addition,
the City manages various Development Fund Projects to promote urban renewal throughout the city.

Some of the City’s biggest revitalization efforts will be realized this year as several major projects are
completed. The most noteworthy development will be the opening of the $95 million, 130,000-square-foot Harley-Davidson
Museum. The museum is expected to attract 350,000 visitors each year. Also, this year, Potawatomi Bingo Casino will
complete its $240 million expansion of the Menomonee Valley casino. The expansion project will add 500,000 square feet to
the casino, tripling its total size. Like the Harley Museum, the larger casino could help attract more visitors to Milwaukee.
The casino will hire an additional 1,000 people to work at the expanded facility. With manufacturing remaining the backbone
of the Menomonee Valley, the City’s revitalization efforts are finally coming to fruition as several additional firms are
expected to move in this year. A 160,00-square-foot facility for a manufacturer of high-tech, large-scale exhibition booths will
bring about 160 employees to the Valley; a 43,350 square-foot facility is currently under construction and a 144,000 square-
foot multi-tenant industrial building will be completed this year. The Valley has added 2,100 jobs since 1998 and
developments in 2008 will bring in another 2,000 jobs.

Development is also expected to pick up this year in the Park East corridor on the northern edge of
downtown Milwaukee. Two major projects are already under construction near the corridor; a 483 housing-unit development
with about 25,000 square feet of retail space will be completed in five to seven years. Construction on the first phase of this
project, with 83 apartments and 15,000 square feet of retail space will begin this year. Other on-going developments in the
Park East corridor include a 14-story building with a 121-room hotel, 31 condos and 14,000 square feet of retail space. This
project is expected to be completed this year. Several other Park East corridor developments are also expected to break
ground this year, including a 100-room hotel.

Tourism is also a major contributor to the local economy. Milwaukee’s arts, entertainment, professional
sports, restaurants, parks, conventions, and businesses attract about six million visitors a year. There are about 20 major
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annual festivals hosted in Milwaukee. Summerfest is promoted as the world’s largest music festival and attracts about one
million attendees each year. Some of Milwaukee’s ethic festivals include the largest Native American festival in the country,
America’s largest Polish festival, America’s largest ltalian festival, America’s largest 3-day German festival and the largest
Irish festival in the world. Tourism spending in the greater Milwaukee area in 2006 increased 7% to nearly $2.6 billion, as
reported by the local convention bureau. Tourism supported 64,020 jobs in 2006, up 6.3% from 2005 when spending topped
$2.4 billion.

The educational opportunities in Milwaukee offer a wide variety of choices within the City. They include
Alverno College, Cardinal Stritch University, Marquette University, Medical College of Wisconsin, Milwaukee Area Technical
College, Milwaukee School of Engineering, Mount Mary College, University of Wisconsin-Milwaukee and Wisconsin Lutheran
College.

The City remains in good financial condition, as is demonstrated by the financial statements and schedules
included in this report

ECONOMIC OUTLOOK

The U.S. Census Bureau has accepted the City’s challenge of the Census Bureau’s estimated population
that Milwaukee’s 2006 is 602,782, instead of the Census’ original figure of 573,358. As a result, Milwaukee moves from the
25" largest city in the U.S. to the 22nd largest, leapfrogging Boston, Seattle and Washington, D.C. This number also shows
that Milwaukee is growing (the 2000 census found that Milwaukee’s population was 596,974). The updated estimated
places the City population at 602,782, a gain of 5,808. The new figure will help Milwaukee acquire federal funds that are
determined by population formulas.

During 2007, the City’s unemployment rate averaged approximately 7.3%; compared to the State of
Wisconsin average of 4.9% and the United States average of 4.6%.

Per the April 4, 2008 Metro Milwaukee Business Outlook survey, three months into 2008, 64% of
businesses surveyed expressed confidence in rising sales levels for 2008 as a whole, down modestly from the 69% from the
beginning of 2008. Currently 9% of businesses surveyed projected a yearly sales decline while 26% see no change.

Retaining the City’s high “investment grade” bond ratings is of prime importance and serves to maintain
low borrowing costs. The low costs of borrowing, both for capital and cash flow purposes, produces direct benefits to the
taxpayer. The City continues to maintain high investment grade ratings of AA+ from Fitch, Aa2 from Moody’s and AA from
Standard & Poor’'s These ratings have been maintained during the recent slow economic growth and continued frozen state
aids. As the ratings indicate, the City’s capacity to meet its financial commitments on outstanding obligations is strong. The
rating agencies indicate that the ratings reflect a combination of moderate overall debt burden, rapid debt repayment,
manageable capital needs, strong growth in assessed value, and a diverse tax base. The City also assists in keeping the
overall debt burden affordable by controlling the level of annual debt issued.

The property tax rate for 2008 purposes is $8.01 compared to $7.99 per $1,000 of assessed value for
2007, with the 2008 total city property tax levy of approximately $227.5 million increased $7.4 million compared to $220.1
million in 2007. The estimated assessed value increased approximately 3% from 2007 to 2008. The property tax revenue
reported in the General Fund was $137.3 million for 2007 compared to $141.1 million for 2006. Property tax revenue funding
as a portion of total General Fund budgetary expenditures for 2007 was 23.5% compared to 2006 of 23.8% as depicted in
Exhibits E-1 in 2007 and 2006.

The City of Milwaukee Water Works is a municipally owned water utility regulated by the State of
Wisconsin Public Service Commission (PSC). The PSC regulates the rates at which water is sold by the Milwaukee Water
Works. An inflation based rate increase of 3.4% became effective in September 2006. The Public Service Commission
approved an additional 6% rate increase effective June 1, 2007. The rate increases were the first since 2002. By PSC rule,
the Water works may not seek another increase until 2009. Other City fees established by the Common Council such as
sewer user fee, storm-water fee, solid-waste fee, sewer maintenance fee (which includes leaf pickup and street sweeping),
snow and ice control fee and special garbage pickups (greater than four cubic yards) have no major increases for 2008.
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MAJOR CAPITAL PROJECTS

The 2008 capital budget includes funds for various infrastructure and building projects. For 2008, the City
capital improvements budget, not including enterprise funds and grants and aid funding, totals $139.5 million, a decrease of
10.3% or $16 million from 2007 budget of $155.5 million. Funding of $71.7 million for various tax incremental district and
development projects comprises 51.4% of the total capital budget for 2008. The Department of Public Works budget for
bridges ($4.5 million), local street resurfacing/reconstruction ($6.5 million), major streets ($7.7 million), street lighting ($6.6
million) and major equipment purchases ($6.0) total $31.3 million or approximately 22.4% of the total 2008 capital budget.
With the continuing funding for the City Hall Restoration Project ($6.3 million) and the new Foundation and Hollow Walk
Project for City Hall ($1.2 million) represents 5.4% of the City funded portion of the capital budget. These projects account
for approximately 79.2% of the total 2008 projects.

Milwaukee’s City Hall is an architecturally significant landmark building listed in the National Register of
Historic Places. City engineering staff determined that City Hall's tower, roof, and walls needed work to restore the buildings’
exterior. The City Hall Restoration program was introduced in 2002 with a total estimated cost of $76.5 million for both
contractor and City in-house labor The repair and restoration work to address the deterioration of key exterior elements
such as brick, terra cotta, sandstone, windows, embedded structural steel, copper and slate roofing was awarded to J.P.
Cullen & Sons, Inc. in 2005 for $59.9 million. Work on this project is expected to continue through 2008. The 2008 capital
budget includes $6.3 million to complete this multi-year project. The 2008 capital budget also includes funding for the next
phase of restoring City Hall with $1.2 million for the first phase of the foundation and hollow walk repairs. A multi-year
project, the Foundation and Hollow Walk Project for 2008 will consist of the selection of a professional design firm, a second
opinion of work and project costs estimate, and completion of the design/contract documents for this project to be bid. This
project will better determine the project’s ultimate scope and cost. These two projects comprise over 12.5% of the new
general obligation borrowing authorizations for 2008.

The City of Milwaukee street network includes approximately 1,400 miles of freeways, highways, arterials,
collectors, and local roads. Government agencies other than the City are responsible for approximately 50 of these miles.
Another 450 miles are part of the Federal Aid Transportation System eligible for federal, state and county funding and
consist of arterials and collectors (the most important streets in the City that move the people, vehicles and commerce in the
most efficient manner). Over the past five years, an average of $33 million has been dedicated to the preservation and
reconstruction of these vital streets; with $8.7 million funded by the City capital budget and $28.5 million provided by state
and federal funding. These totals allowed the City to reconstruct nearly seven miles of payment each year. With this level of
funding, the City’s major streets are on a 67 year replacement cycle. The 2008 budget includes $50.2 million for the Major
Streets Program, with $42.5 million financed by grants and will allow the City to resurface or reconstruct approximately 9.6
miles of streets. The remaining 900 miles of streets are the sole responsibility of the City. The 2008 budget includes $6.5
million of new authority plus $1.3 million of assessable budget previously authorized, and, with the State of Wisconsin’s
Local Road Improvement Program of $1.1 million, this should result in over 12 miles of local streets are either resurfaced or
reconstructed in 2008.

The Water Works Enterprise Fund capital improvements budget for 2008 totals $13.1 million; a 48%
decrease from the 2007 budget of $25.1 million. In 2008, $12.5 million is budgeted for a backup power generator at the
Riverside Pumping Station. While an independent study completed in 2006 (commissioned after the 2003 blackouts in the
Northeastern part of the county) found that while the probability of a blackout is low, the consequences of not having backup
electric power are very high. Maintaining adequate water pressure in the distribution system during a blackout scenario is
critical to reduce the risk of main breaks and water contamination. Providing backup power at all critical Water Works
locations will cost an estimated $23 million to $25 million over six years.

CASH MANAGEMENT POLICIES AND PRACTICES

The City maintains a pooled cash and investment account that is available for use by all funds, except the
Debt Service Fund, the Water Works Enterprise Fund and component entities which maintain separate cash and
investments. Cash temporarily idle during the year and under the control of the City Treasurer was invested in demand
deposits, certificates of deposit, obligations of the U.S. Treasury and U.S. Agencies, repurchase agreements and
commercial paper (all of which are permissible under State Statutes). The average interest earnings rate for City funds
invested by the City Treasurer was approximately 5.1 percent in 2007 as compared to 4.8 percent in 2006. The City
continued to use the State of Wisconsin Local Government Investment Pool to provide flexibility for short-term investments
while maintaining high standards of safety and liquidity. In 2007 the average daily investable balance was $244.2 million as
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compared to $275.3 million in 2006, an 11.3% decrease. The investable balance generates interest earnings for the City,
which is used to offset the property tax levy.

During 2007, the City continued its prudent use of financing techniques and investment instruments to
maximize its investment return while meeting on-going cash flow needs. The City’s use of cash flow borrowing in
anticipation of State Shared and State Equalization Aid Revenues totaled $254 million in 2007, compared to $241 million in
2006. The financing was accomplished through two separate offerings -- $66 million General Obligation Cash Flow
Promissory Notes in March 2007 for City purposes and $188 million School Revenue Anticipation Notes in August 2007 for
school purposes. The timing of these offerings provided the City with an opportunity to earn additional interest on
investments and still comply with the requirements of the Tax Reform Act of 1986. The second borrowing represented a joint
effort with Milwaukee Public Schools to finance school operations on an interim basis pending its receipt of State
Equalization Aids and is not a general obligation of the City.

In addition, the City will continue its use of the State of Wisconsin’s Clean Water Fund to finance sewer
maintenance capital projects which began in June 2007. The Clean Water Fund provides below market interest loans to
communities to finance storm-water control projects. This financing strategy will save ratepayer's money, as Clean Water
funding and General Obligation bonds have a lower interest rate than revenue bonds. General Obligation debt will finance
sewer capital projects that do not qualify for the Clean Water Fund. Also, new for 2008 is the issuance of commercial paper
to finance various capital projects.

RISK MANAGEMENT

The City is self-insured for workers’ compensation, employee Basic Plan health and dental insurance,
uninsured motorist motor vehicle coverage for City employees, and general liability claims. With certain exceptions, it is the
policy of the City not to purchase commercial insurance against property or liability risks. Instead, the City has found it is
more economical to manage its risk internally, setting aside funds as needed for estimated current claim settlements and
judgments through annual and supplemental appropriations as needed. The City does purchase and maintain limited
coverage for certain facilities and employee bonding. Indemnity and insurance protection is also required of City contractors,
vendors, lessees and permit holders.

ACKNOWLEDGEMENTS

The Office of the Comptroller takes great pride in the preparation of this report. The professionalism,
commitment and effort of each member of its General Accounting Division have made this presentation possible. The timely
preparation of this report could not have been accomplished without the cooperation, dedication, and extensive involvement
of the entire staff of the Office of the Comptroller and the able assistance of our independent auditors, KPMG LLP, as well as
the accounting personnel of our component units. Special commendation and appreciation should be accorded to the
dedicated staff of the Comptroller’s Office in the preparation of this Comprehensive Annual Financial Report. In addition, |
convey my appreciation to you and members of your respective staffs for your interest and support in planning and
conducting the fiscal affairs of the City throughout the past year. The City will continue to remain fiscally sound through our
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KPMG LLP
777 East Wisconsin Avenue
Milwaukee, W1 53202

Independent Auditors’ Report

To the Honorable Members
of the Common Council
of the City of Milwaukee:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Milwaukee (the City) as of and for the year ended December 31,
2007, which collectively comprise the City’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City’s management. Our responsibility is to express
opinions on these financial statements based on our audit. We did not audit the financial statements of
Housing Authority of the City of Milwaukee, the Redevelopment Authority of the City of Milwaukee, the
Milwaukee Economic Development Corporation, and the Neighborhood Improvement Development
Corporation, which represents 100 percent of the assets and revenues of the aggregate discretely presented
component units. Those financial statements were audited by other auditors whose report thereon has been
furnished to us, and our opinion, insofar as it relates to the amounts included for the aggregate discretely
presented component units, is based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the City’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the reports of other auditors provide a reasonable basis for our
opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the City as of December 31, 2007, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended
in conformity with U.S. generally accepted accounting principles.

The information in the management’s discussion and analysis and budgetary comparison on pages 17 to
31; and Exhibit E-1, respectively, are not required parts of the basic financial statements, but are
supplementary information required by U.S. generally accepted accounting principles. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods

KPMG LLP, a U.S., limited liabiily partnership, is the U.S.
firm of KPMG & Swiss cooperati
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of measurement and presentation of this information. However, we did not audit this information and,
accordingly, we express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The introductory section, combining and individual fund
statements and schedules, miscellaneous financial data and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The combining and
individual fund statements and schedules have been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, are fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole. The introductory section, miscellaneous
financial data and statistical section have not been subjected to auditing procedures applied in the audit of
the basic financial statements, and, accordingly, we express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our reports dated July 30, 2008,
on our consideration of the City’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. Those reports are an integral part of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with this report in assessing the
results of our audit.

KPMe P

Milwaukee, Wisconsin

July 30, 2008, except for the financial statements and related
note disclosures for the discretely presented component
units as to which the date is November 21, 2008.



CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2007

Within this section of the City of Milwaukee Comprehensive Annual Financial Report, the City’s management provides
narrative discussion and analysis of the financial activities of the City for the fiscal year ended December 31, 2007. The City’s
financial performance is discussed and analyzed within the context of the accompanying financial statements and disclosures
following this section. This Management Discussion and Analysis (MD&A) should be read in conjunction with the City’s basic
financial statements, which follow this discussion. Additional information is available in the letter of transmittal, which precedes
Management’s Discussion and Analysis. The MD&A focuses on the City’s primary government and, unless otherwise noted,
component units reported separately from the primary government are not included.

FINANCIAL HIGHLIGHTS

e The assets of the City of Milwaukee exceeded its liabilities at the close of fiscal year 2007 by $1,028 million (net assets);
$376 million in governmental activities and $652 million in business-type activities. Governmental activities’ unrestricted
assets are a deficit of $299 million. This indicates that the City is financing long-term liabilities as they come due rather
than when they are incurred. The City’s net assets decreased 3.2% compared to the previous year of $1,062 million.

* Total net assets are comprised of the following:
(1) Capital assets, net of related debt, of $1,140 million include property and equipment, net of accumulated
depreciation, and reduced for outstanding debt related to the purchase or construction of capital assets.
(2) Net assets of $126 million are restricted by constraints imposed from outside the City such as debt covenants,
grantors, laws, or regulations.
(3) Unrestricted ($238) million.

e The Governmental Accounting Standards Board (GASB) issued Statement No. 45, Accounting and Financial Reporting by
Employers for Post-employment Benefits Other than Pensions effective for fiscal year 2007. This Statement requires the
City to account for and report the value of its future other post-employment benefits (OPEB) obligation currently rather
than on a pay-as-you-go basis. The actuarially required contribution (ARC) is $67.6 million. The City’s total annual OPEB
pay-as-you-go obligation is $29.4 million which increases the net OPEB obligation for 2007 at $38.2 million.

e Total liabilities of the City decreased by $24 million to $1,487 million. Long-term liabilities of $38.2 million for OPEB were
added new this year with various reductions in other general obligation debt, claims and obligations.

e The City had governmental expenses of $675.8 million more than its combined program revenues; general revenues and
transfers of $636.7 million and resulted in a $39.1 million decrease of net assets. Business-type activities had an increase
of net assets of .8% over 2006; generating $5.2 million of program revenues, general revenues and transfers greater than
its expense at year end.

e  For governmental activities, program revenue supported 18% of the total expenses for 2007. Property taxes and other
taxes represented 29% of the primary government’s governmental activities’ expenses, state aids for the General Fund
equaled 33% and miscellaneous revenues and transfers supported 15% of the expenses. As a result of 2007 activity,
expenses exceeded revenues and transfers by 5%.

*  For business-type activities, program revenue supported 125.7% of the expenses for 2007; and, in total exceeded the
expenses by $39.6 million. Miscellaneous revenue net of transfers out reduced this excess to $5.2 million for the year.

e The City’s total governmental funds reported total ending fund balance of $185.1 million this year. Compared to the prior
year ending fund balance of $270.6 million, a decrease of $85.5 million resulted by year end 2007; a 31.6% decrease.

e The General Fund reported a positive fund balance for the year of $90.9 million. Compared to $105.2 million in 2006;
2007 balance decreased 13.6%. This decrease is a result of total expenditures and other financing uses totaling $14.3
million more than the total actual revenues and other financing sources. This ending fund balance was 13.5% of total
General Fund expenditures including transfers and 15.3% of total General Fund revenues including transfers.

e The operating expenditures of the General Fund were $3.2 million less than budgeted. This favorable variance is a result
of savings from general government departments of $6.9 million with a combined savings of $.4 in the culture and
recreation departments, public safety departments and conservation and development department. These positive
variances were offset by a deficit in the public works departments of $4.1. Several major savings over the final budget for
the year contributed to the total savings. A total of $3.5 million in several departments was saved in HMO and pension
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contribution payments. In addition, the combined savings from the Comptroller, Employees’ Retirement and Department
of Employee Relations resulted in a favorable variance in various fringe benefit costs that were allocated to capital
projects rather than to general fund accounts, and thus saved $.9 million for the year. The Department of Public Works
Operations Department incurred a deficit of $4.1 million relating to snow removal and cleanup efforts. December 2007
was the second snowiest December on record. Over 30.2 inches of snow fell in December compared to a normal average
snow fall of 11.7 inches. The City plans to issue debt in 2008 to offset this deficit.

e General obligation bonds and notes payable decreased by $79 million during the current fiscal year from $807 million to
$728 million. The key factors contributing to this decrease were scheduled and early retirement of general obligation debt
of $34 million and the issuance of $113 million less in new general obligation bonds and notes for the continuing funding
of capital projects and the issuance of debt on behalf of the Milwaukee Public Schools.

e The City issued General Obligation Cash-flow Promissory Notes for $66 million rather than Revenue Anticipation Notes in
advance of receipt of the State Shared Revenues. With the receipt of these revenues, an amount equal to the debt was
transferred to the Debt Service Fund (the legal fund established to pay the debt). The City issued similar debt in 2006.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to the City’s basic financial statements. The basic financial statements
consist of three components: (1) Government-wide financial statements, (2) Fund financial statements, (3) Notes to the
financial statements. This report also includes other (4) Required Supplementary Information. Figure A-1 shows how the
required parts of the annual report are arranged and relate to one another.

The basic financial statements include two kinds of statements that present different views of the City.
*  The first two statements are government-wide financial statements that provide both long-term and short-term information
about the City’s overall financial status.
e The remaining statements are fund financial statements that focus on individual parts of the City government, reporting
the City’s operations in more detail than the government-wide statements.
=  The governmental funds statements tell how general government services like public safety were financed in the
short term as well as what remains for future spending.
=  Proprietary fund statements offer short- and long-term financial information about the activities that the government
operates like businesses, such as the water and the sewer maintenance systems.
=  Fiduciary fund statements provide information about the financial relationships—like various benefit plans for the
City’s employees—in which the City is solely a trustee or agent for the benefit of others to whom the resources
belong.

FIGURE A-1

COMPONENTS OF THE FINANCIAL SECTION

Management'’s Discussion Basic Financial Required Supplementary
And Analysis Statements Information
|
[ |
Government-wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements
Summary < > Detail

A summary of the major features of the City’s financial statements, including the portion of the City government they cover and
the types of information they contain are depicted in table Figure A-2. The remainder of this overview section of
management’s discussion and analysis explains the structure and contents of each of the statements.
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MAJOR FEATURES OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

FIGURE A-2

Government-Wide

Fund Financial Statements

services

business-type enterprises

Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire entity (except The day-to-day operating activities The day-to-day operating Instances in which the City administers
fiduciary funds) of the city for basic governmental activities of the city for resources on behalf of others, such as

employee benefits

Required financial
statements

* Statement of net assets
* Statement of activities

* Balance Sheet

* Statement of revenues,
expenditures and changes in
fund balances

* Statement of net assets
Statement of revenues,

expenses, and changes
in net assets

* Statement of cash flows

*

* Statement of fiduciary net assets
* Statement of changes in fiduciary
net assets

Accounting basis
and measurement
focus

Accrual accounting and
economic resources focus

Modified accrual and current financial
resources measurement focus

Accrual accounting and
economic resources focus

Accrual accounting and economic
resources focus, except agency funds
do not have measurement focus

Type of asset and liability
information

All assets and liabilities, both
financial and capital, short-
term and long-term

Current assets and liabilities that
come due during the year or soon
thereafter; capital assets and
long-term liabilities

All assets and liabilities, both
financial and capital, short-
term and long-term

All assets held in a trustee or agency
capacity for others and all liabilities

Type of inflow and
outflow information

All revenues and expenses
during year, regardless of
when cash is received or
paid

Revenues for which cash is received
during the year or soon thereafter;
expenditures when goods or services
have been received and the related

All revenues and expenses
during year, regardless of
when cash is received or
paid

All additions and deductions
during the year, regardless of
when cash is received or
paid

liability is due and payable

Government-wide Financial Statements

The government-wide financial statements are designed to provide a broad overview of the City’s finances, in a manner similar
to a private-sector business and include both long-term and short-term information about the City’s financial status. The
statement of net assets includes all of the government’s assets and liabilities. All of the current year’s revenues and expenses
are accounted for in the statement of activities regardless of when cash is received or paid. All of the activities of the City,
except those of a fiduciary nature, are included.

The two government-wide statements report the City’s net assets and how they have changed. Net assets—the difference
between the City’s assets and liabilities—is one way to measure the City’s financial health, or financial position.

* Over time, increases or decreases in the City’s net assets are one indicator of whether its financial health is improving or
deteriorating.

e Other non-financial factors, such as changes in the property tax base and the condition of the roads are needed to assess
the overall health of the City.

The government-wide financial statements of the City of Milwaukee are reported into three categories on these statements—

governmental activities, business-type activities, and component units. A total column for the City is also provided.

e The governmental activities include the basic services of the City including general government (administration), police,
fire, public works, health, culture, and development services. Taxes and general revenues generally support these
activities.

* The business-type activities include the private sector type activities such as the water, sewer user charge, sewer
maintenance, parking, and port. User charges or fees primarily support these activities.

e Component units—The City includes four other entities in its report. The Housing Authority and the Redevelopment
Authority of the City of Milwaukee, Milwaukee Economic Development Corporation and the Neighborhood Improvement
Development Corporation. Although legally separate, these component units are important because the City has financial
accountability responsibility.

Fund Financial Statements
The City’s major funds begin with Exhibit A-1. The fund financial statements provide detailed information about the most

significant funds; not the City as a whole. The accounts of the City are organized on the basis of funds. Each fund is a
separate fiscal and accounting entity with a self-balancing set of accounts including assets, liabilities, equities, revenues and
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expenditures or expenses, which is segregated for the purpose of carrying on specific activities or attaining certain objectives
in accordance with specific regulations, restrictions or limitations.

The City has three fund types: governmental and proprietary which use the modified accrual and the accrual methods of
accounting, respectively, and fiduciary funds.

e Governmental funds: Most of the City’s basic services are reported in governmental funds, which focus on the modified
accrual accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the City’s general government operations and the
basic services it provides. Governmental fund information helps to determine if more or fewer financial resources are
available to be spent in the near future to finance the City’s programs. The relationship (or differences) between
governmental activities (reported in the Statement of Net Assets and the Statement of Activities) and governmental funds
is described in the reconciliation at the bottom of the fund financial statements.

*  Proprietary funds: Operations which are financed primarily by user charges or activities where periodic measurement of
net income is appropriate for capital maintenance, public policy, management control and other purposes. Proprietary
funds are reported in the same way that all activities are reported in the Statement of Net Assets and the Statement of
Activities. The City’s enterprise funds (a component of proprietary funds) are the same as the business-type activities
reported in the government-wide statements, but provide more detail and additional information, such as cash flows, for
proprietary funds.

* Fiduciary funds: The City is the trustee, or fiduciary, for its pension and other employee benefit trusts and various
miscellaneous private purpose trusts. All of the City’s fiduciary activities are reported in separate Statements of Fiduciary
Net Assets and Changes in Fiduciary Net Assets in Exhibits C-1, C-2 and H-1. These activities are excluded from the
City’s other financial statements because the City cannot use these assets to finance its operations. The City is
responsible for ensuring that the assets reported in these funds are used for their intended purposes.

Notes to the Financial Statements

The notes which follow Exhibits 1 through D-2 provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents required supplementary
information to demonstrate legal budgetary compliance for each major fund for which an annual budget is adopted. Required
supplementary information is presented in Exhibit E-1.

Combining and Individual Fund Statements and Schedules and Miscellaneous Financial Data

Combining schedules provide detail in connection with nonmajor governmental funds and nonmajor enterprise funds.
Individual fund statements provide greater detail, presented as compared with the final amended budget for the General Fund,
and each nonmajor special revenue fund. Capital Projects are also presented in detail by major category ( i.e. streets, sewers)
within the Miscellaneous Financial Data Section. See Exhibits F-1 through I-9.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

As year-to-year financial information is accumulated on a consistent basis, changes in net assets may be observed and used
to discuss the changing financial position of the City as a whole. The net assets and net expenses of governmental and
business-type activities are depicted separately below. Table 1 focuses on the net assets and Table 2 focuses on the
changes in net assets.
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Table 1
Summary of Statement of Net Assets
(Thousands of Dollars)
Total
Governmental Activities Business-type Primary Government
2006 2007 2006 2007 2006 2007
Current and other assets ...........cccccceveene $ 838816 $ 741,042 $ 119,505 $ 110,140 $ 958,321 § 851,182
Capital assets ........ccccevvieiiiiiiiiniiiieeeen 915,171 941,943 699,209 721,340 1,614,380 1,663,283
Total @ssets ......cccovviiiiieniiiiecie 1,753,987 1,682,985 818,714 831,480 2,572,701 2,514,465
Long-term liabilities outstanding ................ 819,157 778,995 146,080 142,856 965,237 921,851
Other liabilities 519,563 527,822 26,195 36,936 545,758 564,758
Total liabilities 1,338,720 1,306,817 172,275 179,792 1,510,995 1,486,609
Net assets:
Invested in Capital assets, net of
related debt ..o 500,045 558,328 554,966 581,594 1,055,011 1,139,922
Restricted 115,803 116,516 8,748 9,528 124,551 126,044
Unrestricted (200,581) (298,676) 82,725 60,566 (117,856) (238,110)
Total net assets ......ccocveeveiiiiiiciicn, $ 415267 $ 376,168 $ 646,439 $ 651,688 $ 1,061,706 $ 1,027,856

Net assets of the City’s governmental activities decreased 9.4% to $376.2 million for 2007. These net assets are restricted as
to use in the amount of $116.5 or are invested in capital assets in the amount of $558.3 (buildings, roads, bridges, etc) less
any related debt used to acquire those assets that is still outstanding. The City uses these assets to provide services to
citizens; consequently, these assets are not available for future spending. Although the City’s investment in capital assets are
reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities. The unrestricted net assets deficit
($298.7) at the end of the year does not mean that the City does not have adequate financial resources available to pay its
bills next year. Instead, it is because the City’s annual budgets do not include the full amounts needed to finance future
liabilities arising from property and casualty claims, and to pay for unused employee vacation and sick days, and debt not
issued for City capital assets. The City will include these amounts in future years’ budgets as they come due.

The net assets of business-type activities increased .8% to $651.7 million in 2007. The City generally can only use these net
assets to finance the continuing operations of the specific enterprise activity it relates to.

Long-term liabilities for both governmental and business-type activities decreased 4.9% and 2.2% respectively from 2006 due
primarily by a decrease in the issuance of long-term debt.

Total assets, including capital assets decreased $58.2 million or 2.3% from 2006. Capital assets of the primary government
increased 3% from the previous year. For 2007, the Water Works and the Sewer Maintenance Funds have 92% of the City’s
total capital assets related to business-type activities. These are the City’s two largest enterprise funds (business-type). The
Water Works capital assets (562%) consist primarily of water mains and related water facilities and plants; and, the Sewer
Maintenance Fund (40%) includes all the various sewer mains and connections.

Changes in net assets. The calculation of revenues less expenses is the change in net assets. The City’s total program and
general revenues totaled $751.8 million for the governmental activities. Of revenues, 32% comes from property and other
taxes and 46% comes from intergovernmental revenues (state aids, federal and state grants). Charges for services category
represents only 10% of the total revenues, and the remaining 12% coming from licenses, permits, fines and forfeits and
miscellaneous other sources.

The City’s governmental activity expenses cover a range of services, with 36% related to public safety (fire and police,
neighborhood services). The City’s general expenses exceeded its program revenues for governmental activities by 82%;
total general revenues combined with program revenue and transfers resulted in a negative change in net assets of $39 million
or 4.7% of total general expenses for governmental activities. The margin for business-type activities had 25.7% of program
revenues greater than expenses and a 2.8% margin of total revenues more than expenses and transfers out. Chart 1
Expenses and Program Revenues — Governmental Activities and Chart 2 Expenses and Program Revenues — Business —type
Activities depict this comparison.
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Table 2 and the narrative that follows consider the operations of governmental and business-type activities separately.

Table 2

Changes in of Net Assets
(Thousands of Dollars)

Total
Governmental Activities Business-type Primary Government
2006 2007 2006 2007 2006 2007
Revenues:
Program revenues:
Charges for Services ..........c.cooeveevevcevenencnsn. $ 73528 $ 76,496 $ 180,122 $ 187,493 $ 253,650 $ 263,989
Operating grants and contributions ............... 91,271 75,074 - - 91,271 75,074
Capital grants and contributions .................. - - 7,780 6,062 7,780 6,062
General revenues:
Property taxes and other taxes 236,043 243,654 - - 236,043 243,654
State aids for General Fund ...... 272,417 272,539 - - 272,417 272,539
Miscellaneous .........cccceevveiiiiiieiiiiniieeee e 87,510 84,042 2,058 2,121 89,568 86,163
Total revenues .........ccoevvviiiiiiciiiieee 760,769 751,805 189,960 195,676 950,729 947,481
Expenses
General government ..........cccocceiiiiiiiiineeeeene 179,647 204,724 - - 179,647 204,724
Public safety ..o 263,608 297,711 - - 263,608 297,711
Public WOrks —.....cccooiiiiiiiiiceeeceee 154,644 155,288 - - 154,644 155,288
Health ..., 27,316 23,102 - - 27,316 23,102
Culture and recreation 21,506 21,298 - - 21,506 21,298
Conservation and development 66,092 70,025 - - 66,092 70,025
Capital contribution to
Milwaukee Public Schools ............ccccceeueee. 14,028 2,788 - - 14,028 2,788
Contributions 25,412 21,915 - - 25,412 21,915
Interest on long-term debt ............ccccii 32,131 30,536 - - 32,131 30,536
Water oo - - 58,074 62,064 58,074 62,064
Sewer Maintenance - - 26,605 29,928 26,605 29,928
Parking .....cccceeieene - - 22,609 24,025 22,609 24,025
Port of Milwaukee - - 3,671 5,626 3,671 5,626
Metropolitan Sewerage District User Charges. - - 31,932 32,301 31,932 32,301
Total eXPenSes ........cccvcveiiiiiieiie e 784,384 827,387 142,891 153,944 927,275 981,331
Increase in net assets before transfers (23,615) (75,582) 47,069 41,732 23,454 (33,850)
Special item - receipt of loans receivable ......... - - - - - -
Transfers ... 33,569 36,483 (33,569) (36,483) - -
Increase in net assets 9,954 (39,099) 13,500 5,249 23,454 (33,850)
Net assets — Beginning 405,313 415,267 632,939 646,439 1,038,252 1,061,706
Net assets — Ending ......cccocvviiiiniiiiiiecee, $ 415267 $ 376,168 $ 646,439 $ 651,688 $ 1,061,706 $ 1,027,856

Governmental Activities

Revenues for the City’s governmental activities were $751.8 million, while total expenses were $827.4 million for 2007. All
revenues, excluding transfers, are supporting 91% of the total expenses; or 95.3% with transfers. Comparable data for 2006
indicates 97% of all revenues, excluding transfers and special items supported the 2006 expenses and, 101.3% with transfers.

Property taxes represent 32.4% of the total revenues for 2007 compared to 31% for 2006; a 3.2% increase. The increase in
revenues is primarily due to an increase in collections. State aids for the General Fund of $272.5 million decreased from 2006
by $.1 million or .04%. The combined property taxes and state aids comprised approximately 68.7% of the total revenues for
governmental funds in 2007 compared to 66.8% in 2006. Charges for services equaled 10.2% of the total revenues in 2007

compared to 9.7% in 2006.
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Governmental activities had expenses increase 5.5% in 2007 to $827.4 million from $784.4 million in 2006. Expenses for
general government, which comprise 24.8% of the total expenses, increased 14% in 2007. Public safety expenses represent
the largest category of governmental activities or 36% of the total expenses for 2007 which is an increase of 13% over 2006.

Chart 1
2007 Expenses and Program Revenues - Governmental Activities
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Table 3 presents the cost of each of the City’s largest programs as depicted in the Chart 1 above, as well as each program’s
net costs (total cost less the revenues generated by the activities). General government includes most city departments, such
as, Mayor, Common Council, Administration and Employee Relations, Municipal Court, City Attorney, Comptroller and
Treasurer. Public safety includes Fire, Police and Neighborhood Services. The net cost shows the financial burden that was
placed on the City’s taxpayers by each of these functions.
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Table 3
Governmental Activities
(Thousand of Dollars)
Total Cost Net Cost
of Services of Services
2006 2007 2006 2007
General gOVEINMENT  .......cccveiiiiiieiie e $ 179,647 $ 204,724 $ 165,232 $ 190,243
PUblic Safety ....ccveiiciieee e 263,608 297,711 233,089 271,271
PUDBHC WOIKS ..o 154,644 155,288 105,865 105,611
Health ....cocooviiiiiieeeee, e e————— 27,316 23,102 9,295 10,375
Culture and recreation .................. e 21,506 21,298 17,087 17,244
Conservation and development ...........ccccocviiiiiiiiniieenecee, 66,092 70,025 43,253 48,104
Contributions .......cccccceveviiiieen. e 39,440 24,703 13,633 2,433
Interest on long-term debt ..........ccoeiiiiiiii 32,131 30,536 32,131 30,536
Total Governmental Activities .............ccccooeviiiiiiiiiieee. $ 784,384 $ 827,387 $ 619,585 $ 675,817

The Table 3 above indicates that the cost of services not funded with direct program revenue for governmental activities
increased in 2007 to $675.8 million from $619.6 million in 2006 or 9.1% change. For 2007, Public Safety’s net cost of services
represents the largest category of total expenses at 40.1%, an increase from 16% compared to 2006. The total costs of
services increased overall by 5.5%. This indicates that total program revenue for the purposes is not increasing in proportion
to the total cost of governmental services.

Business-type Activities

The three major enterprises or business-type activities are water, sewer maintenance and parking operations. The Water
Works had operating expenses of $60.7 million and operating income of $11.8 million. The Sewer Maintenance had operating
income of $15.9 million after generating expenses of $21.8 million. The City parking facilities operating expenses during 2007
were $23.4 million with net operating income of $15.9 million.

Total revenues on Table 2 shows an increase of $5.7 million in 2007 compared to 2006, or 3%. Total expenses and transfers
of all enterprise funds of the City increased $13.9 million, from $176.5 million in 2006 to $190.4 million in 2006. This resulted
in a change in net assets activity for the year 2007 of a decrease of $8.3 million compared to 2006. The year-end Total Net
Assets increased by $5.2 million or .8%.
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Chart 2
2007 Expenses and Program Revenues - Business-type Activities
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS
The City uses fund accounting to ensure and demonstrate compliance with finance related legal requirements.
Governmental Funds

Governmental Funds are reported in the fund statements with a short-term, inflow and outflow of spendable resources focus.
This information is useful in assessing resources available at the end of the year in comparison with upcoming financing
requirements. In particular, the Reserved for Tax Stabilization in the General Fund may serve as a useful measure for the
City’s net resources available for financing subsequent year’'s budget to help stabilize the tax rate. Types of Governmental
Funds reported by the City include the General Fund, Special Revenue Funds, Debt Service Funds and Capital Project Funds.

As the City completed the year, its Governmental Funds (as presented in the balance sheet on Exhibits A-1) reported a
combined fund balance of $185.1 million, a decrease of $85.5 million or 31.6% over last year. A major contributor for this
decrease is due to a decrease in the issuance of general obligation debt in the Capital Projects Funds. As a result, the
expenditures for various capital projects in advance of the issuance of debt resulted in a net fund deficit of $67.2 million in
2007 from the positive fund balance at year end 2006 of $14.5 million. Total debt issued for capital projects totaled $135
million in 2006 compared to $21.3 million in 2007. At year end, the capital projects with a fund deficit were Fire ($984,000),
Library ($314,000), Playgrounds & Recreation ($1,023,000), Police ($1,535,000), Public Buildings ($17,381,000), Sewers
($487,000), Urban Renewal ($525,000), Streets ($,7,943,000), and Tax Incremental Districts ($26,066,000). The fund balance
deficit of $12,951,000 for special assessment capital projects remained constant compared to $14,400,000 in 2006. This
deficit is due to the financing of capital projects prior to the issuance of the special assessment bills. These bills, if over $125
are payable over six years. Other capital projects such as bridges and special projects netted a positive fund balance at year
end of $2,016,000.

The total reserves of the General Fund decreased 13.6% to $90.9 million from $105.2 million in 2006. Of this amount, $29.5
will finance the 2008 budget, with $33.2 available for 2009 and subsequent years’ budgets.
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Chart 3 and 4 graphically depict the spending by function and revenues by sources for all governmental funds. Revenues for
governmental functions overall totaled $747.9 million in the fiscal year ended December 31, 2007, which represents a
decrease of approximately 1.3% from the fiscal year ended December 31, 2006. Expenditures for governmental funds totaled
$979.9 million, an increase of .5%. In the aggregate, expenditures exceeded revenues by $232 million, or approximately 31%.
Other financing sources closed the gap, leaving the total net change in fund balances with a decrease of $85.5 million for the
year. In comparison for the year 2006 the total net change in fund balances resulted in an increase of $41.5 million. Other
financing sources include proceeds from issuance of debt and transfers from enterprise funds and receipt of loans receivable
transferred from the Neighborhood Improvement Development Corporation component unit.

Chart 3
2007 City Spending by Function - Governmental Funds
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Chart 4
2007 Revenues by Source - Governmental Funds
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The General Fund is the City’s primary operating fund and the largest source of day-to-day service delivery. The fund balance
of the General Fund decreased by $14.3 million or 13.6%. Key factors contributing to this decrease are revenues and other
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financing sources totaled approximately $658.8 million and expenditures and other financing uses totaled approximately
$673.1 million - detailed in Table 4 below. While revenues remained consistent with the prior year (decreasing by .44% over
2006), expenditures increased 5.76% over 2006, the net result ended with expenditures exceeding revenues by 9.56%. Other
Financing Sources (consisting of debt proceeds and transfers in from other funds), exceeded Other Financing Uses
(consisting of transfers out to other funds) by $38.5 million. In addition, $23.2 million was withdrawn from the Reserve for Tax
Stabilization to fund the 2007 general fund budget. This was an increase of $6.9 million from 2006.

Total General Fund revenues for 2007 totaled $552.3 million. The largest revenue category is intergovernmental at $272.5
million with 49.4% of the total revenue. The second largest revenue source is Property Taxes with $137.3 million or 24.9%.
Charges for Services, which includes revenues for services provided by City departments, comprises 13.9% or $76.5 million.
These three categories combined comprise 88% of the total revenues for 2007. The largest increase in revenues compared to
2006 was the Other category with an 8.82% increase.

The following table (Table 4) presents a summary of revenues and expenditures of the General Fund compared to prior year:
Table 4

General Fund
Summary of Revenues, Expenditures and Other Financing Sources and Uses

(Thousands of Dollars)
Revenues and Other Financing Sources Expenditures and Other Financing Uses

Revenues: 2006 2007 % Change Expenditures: 2006 2007 % Change
Property taxes ........cccccoverinne $ 141,102 $ 137,253 -2.73% General Government.......... $ 203,416 $ 222,781 9.52%
Other taxes .......cccccvevveieennen. 5,202 5,311 2.10% Public Safety.........c.ccceeuene 250,672 257,137 2.58%
Licenses and permits ... 13,729 13,704 -0.18% Public Works 86,482 93,956 8.64%
Intergovernmental .................. 272,417 272,539 0.04% Health.........covvvvvviiiiiiiiieies 10,428 10,359 -0.66%
Charges for services .............. 73,528 76,496 4.04% Culture and recreation ..... 17,882 17,548 -1.87%
Fines and forfeits ................... 5,541 5,800 4.67% Conservation and
Contributions received ........... 25,807 22,270 -13.71% development ................ 3,217 3,279 1.93%
Other ..o 17,353 18,883 8.82% - -

Total Revenues .........c......... 554,679 552,256 -0.44% Total Expenditures .... 572,097 605,060 5.76%
Other Financing Sources Other Financing Uses
Debt proceeds ........ccccvvvennnene 66,000 66,000
Transfers in .....ccccoooeivieennn 38,996 40,561 4.01% Transfers out .................. 67,630 68,079 225%

Total Expenditures
Total Revenues and and other Financing
Other Financing Sources . 659,675 658,817 -0.13% Uses ....ccccvvceeeiienn. $ 639,727 $673,139 5.22%

Excess of Revenues

over Expenditures ............... (17,418)  (52,804) 203.16%
Net Change in

Fund Balance .........ccccc....... $ 19,948 §$ (14,322) -171.80%

Beginning in 2006, the City issued General Obligation Cash-flow Promissory Notes rather than Revenue Anticipation Notes in
advance of receipt of the State Shared Revenues. For 2007, $66 million was issued. With the receipt of these revenues, an
amount equal to the debt was transferred to the Debt Service Fund (the legal fund established to pay the debt).

The General Obligation Debt Service Fund increased its fund balance from $52.3 million to $56.8 million or 8.6%. The Public
Debt Amortization Fund showed a decrease of 4.6% from $73.6 million to $70.2 million at year-end for its fund balance due to
principal payment of $4.2 million. Total revenues of the General Obligation Debt Service decreased slightly from $89.9 million
in 2006 to $88.1 million in 2007. Revenues combined with Other Financing Sources totaled $195.1 million; expenditures
combined with Other Financing Uses totaled $190.6 million; resulting in a Net Change in Fund Balance for year end 2007 of
$4.5 million.

27



CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2007

Capital Projects Funds are used to account for the financial resources segregated for the acquisition or construction, repair of
major capital facilities other than those financed by proprietary funds. At year end, 2007 showed a fund balance deficit of
$67.2 million (a decrease in the fund balance of $81.7 million attributed to the accumulated fund balance of $14.5 million in
2006). In 2007, total debt proceeds amounted to $21.3 million as compared to $135 million in 2006, an 84.2% decrease.
Total revenues increased 3.5% from $25.9 million to $26.8 million; expenditures decreased from $145.1 million to $127.3
million or 12.3%. The issuance of bonds and notes during 2007 for capital purposes combined with revenues and transfers
were insufficient to cover the current year’s expenditures in total and resulted in a deficit in fund balance at year end 2007.

Proprietary Funds

The proprietary fund statements share the same focus as the government-wide statements, reporting both short-term and
long-term information about financial status, but in more detail.

At the end of the fiscal year, the total unrestricted net assets for all enterprise funds were $60.6 million. This was a decrease
from $82.7 million at December 31, 2006 or 26.7%. This decrease consists of $3.8 million in Water Works, $15.5 million in
Sewer Maintenance, $2.1 million in Parking and $.7 million in the nonmajor enterprise funds.

Total operating revenues of the enterprise funds increased 4.4% from 2006 - $178.9 million to $186.8 million in 2007; total
operating expenses increased to $143.7 in 2007 from $132.8 in 2006 or 8.2%. The Water Works is the largest enterprise
activity for the City, comprising approximately 38.8% of the total operating revenues. The Sewer Maintenance Fund
comprises 20.2% of the total operating revenues. Both funds primarily bill customers based on water consumption. For 2007
Water Works and Sewer Maintenance operating revenues increased 4.4% and 10.2%, respectively; all other enterprise funds
combined increased by 1.73%. Water Works non-operating revenues for 2007, which is mainly composed of interest income,
increased by 7.8% or $146,000 from 2006. While the interest income increased only 1.1% over 2006, other miscellaneous
non-operating revenue increased from $176,000 to $304,000 in 2007. These miscellaneous revenues consisted of fees for
servicing of branch water mains and water tapping service combined with a higher rate charge in 2007; in addition, rental
income on antennas increased due to renegotiated contract fees.

The Water Works had total operating and non-operating expenses of $62.1 million for 2007 compared to $58.1 million for
2006. Excluding depreciation expense, operating expenses increased over the previous year by $3.8 million or 8.8%. The
non-operating expenses of the Water Works decreased by $276,000 due to the declining principal balances on outstanding
debt.

The total operating expenses of all the enterprises funds, except Water Works, increased approximately 8.7% over 2006.
General Fund Budgetary Highlights

Over the course of the year, the City Council adopted six resolutions which increased the appropriations of the General Fund
due to greater than anticipated revenues. These increased budgets permitted departments to spend additional appropriations
due to the increase in revenues related to the purpose being expended. Specifically, $35,258 for the Department of
Administration relating to the Automated Mapping and Land Information System (MCAMLIS) reimbursed by Milwaukee
County, $74,122 for City Clerk cable purposes, $120,000 for Department of Neighborhood Services razing activities, and,
$10,775 for the Special Purpose non-departmental account for Firemen’s Relief were increased. In addition, Other Financing
Sources for contributions received were increased $684,500 relating to Federal Forfeiture activities for the Police Department.

The original budget for expenditures includes the adopted budget plus the encumbrances carried over from 2006 less the
encumbrances carried over to 2008. The Final budget includes the original budget as defined plus appropriations authorized
for carry over from 2006 by Common Council less those appropriations authorized for carryover to 2008. In addition, certain
appropriations are budgeted in a general non-departmental account (i.e. contingency) and are only transferred from this non-
departmental appropriation account to specific departments to expend after authorization by the Common Council. These
appropriation adjustments are part of the final budget. As detailed in Required Supplementary Information Section, Exhibit E-
1, the General Fund original budget for expenditures was $574.5 million with the final budget at $586.5 million. This is an
increase over the fiscal year 2006 with original budget at $562.3 million and final budget at $565.8 million. The resulted
increase was 2.2% and 3.7% for the original and final budgets, respectively.

The original budget relating to estimated revenues of the General Fund was $524.7 million with the final budget increasing by
$240,000 to $524.9 million per the authorized resolutions detailed above. The 2007 original and final budgets as depicted in
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Exhibit E-1 show a 1.2% and 1.1%, respectively, net change from the previous year’s original 2006 budget and final 2006
budget of $518.7 million and $519.0 million, respectively.

For the fiscal year ended December 31, 2007, the General Fund had a positive variance of $5.0 million in revenues over
estimated revenues. Most actual revenue categories increased compared to 2006 in a range from .04% in Intergovernmental
to 8.82% in Other. Licenses and Permits decreased .18% from 2006 by $25,000 and Property Taxes decreased 2.73% or
$3.8 million. An overall revenue increase of $1.1 million over 2006’s total revenue of $528.9 million calculates to total revenue
for 2007 of $530 million, or a .2% increase. While the categories indicate various individual fluctuations, two of the noteworthy
changes over 2006 actual revenue include $3.0 million increase in Charges for Services, with no one particular revenue
source contributing to this increase. However, three accounts have major increases: Fire paramedic revenue increased $.8
million over 2006; Department of Public Works had two new revenue sources: $.8 million for conduit rental and $.3 for litter
nuisance. The Other category increased $1.5 million from 2006; interest income on investments is included in this category.
Interest earnings revenue increased $.47 million due to a combination of rate increase and available investable balance. The
average interest rate of return on the pooled investments with the State’s Local Government Pooled Investment Fund was
5.095% compared to 4.78% in 2006 with a decrease in the average investable balance from $275.3 million in 2006 to $244.2
million in 2007.

A favorable variance of $3.2 million in unexpended budget resulted by year end 2007. The general government contributed
$6.9 million; public works reduced the favorable variance by $4.1, and public safety, health culture and recreation and
conservation and development, in the aggregate, added $.4 million. A total of $3.5 million in several departments was saved
in HMO and pension contribution payments. In addition, the combined savings from the Comptroller, Employees’ Retirement
and Department of Employee Relations resulted in a favorable variance in various fringe benefit costs that were allocated to
capital projects rather than to general fund accounts, and thus saved $.9 million for the year. The Comptroller saved $1 million
on prior year appropriations carried over for debt related issues which did not materialize. Minor savings in other general
government departments make up the remaining savings of $1.5 million. The Department of Public Works Operations
Department incurred a deficit of $4.1 million relating to snow removal and cleanup efforts. December 2007 was the second
snowiest December on record. Over 30.2 inches of snow fell in December compared to a normal average snow fall of 11.7
inches.

Overall the total 2007 budgeted expenditures increased $36.6 million compared to 2006 or 6.7%. Salaries and Wages
increased $7 million or 2.1%, Other Operating Costs increased $30.1 million or 14.7% and Equipment decreased $459,000 or
6.8% as a result of less equipment purchases in Fire and Library equipment.

The City’s General Fund’s beginning fund balance of $105.2 million as reported on the General Fund Statement of Revenues,
Expenditures and Changes in Fund Balance differs from the General Fund’s budgetary fund balance reported in the budgetary
comparison schedule by the amount of the budgeted withdrawal from the Reserve for Tax Stabilization of $23.2 million. For
2007, expenditures exceeded appropriations in the General Fund in the net amount of $4.1 million. The Department of Public
Works snow plowing operations were overdrawn $4.2 million. The Council has approved the issuance of short-term
promissory notes to fund this deficit in 2008.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The City’s capital assets for governmental and business-type activities as of December 31, 2007 total $1,663.3 million (net of
accumulated depreciation). Capital assets include land, buildings, infrastructure, improvements other than buildings,
machinery and equipment, furniture and furnishings, non-utility property, and construction in progress. The total increase in
the City’s capital assets for the current fiscal year was $49 million or 3%. Governmental activities’ capital assets increased
$26.8 million or a 2.9% increase from 2006. Business-type activities’ capital assets increased $22.1 million or 3.2% at the end
of 2007. A schedule comparing the assets by type for 2006 and 2007 for both governmental and business-type activities is
depicted in Table 5 below. The net change in assets as detailed in Note 4 reports that additions were $35.6 million and
deletions were $8.8 million for 2006 for governmental activities. The Sewer Maintenance Fund had a net change in capital
assets that resulted in an increase of $18.4 million. Of the sewer maintenance fund’s net assets at year end, 86.2% relate to
the sewer mains infrastructures. Infrastructure net assets of the Water Works comprise 64.2% of its total net assets with
29.5% consisting of machinery and equipment. The total net change in all water works net assets was an increase of 1.7%.

Debt issued to finance tax incremental districts (TID) consists of $141.1 million outstanding at year end. The majority of these
expenditures have no related assets for TID, so net increases in TID debt reduce unrestricted net assets by an equal amount.
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In addition, debt issued for school purposes at year end was $93.5 million. The Milwaukee Public Schools (MPS) is a
separate governmental entity. By State Statutes, MPS cannot issue its own debt. As a result, the City issues debt for schools
purposes. The City has the option of providing funds from its treasury or issue debt to finance school construction, operations
and/or maintenance. The City chooses to issue debt. The MPS’s assets are not an asset of the City and as a result, reduces
unrestricted net assets by an equal amount.

Table 5
Capital Assets
(net of depreciation)
(Thousands of Dollars)

Total
Governmental Activities Business-type Primary Government
2006 2007 2006 2007 2006 2007
Capital assets not being depreciated:
Land oo $ 164,425 $ 163,769 $ 18,309 $ 16,115 $ 182,734 $ 179,884
Construction in progress .................. 75,228 106,357 40,865 52,699 116,093 159,056
Capital assets being depreciated:..
Buildings ...coiiiiii 191,225 194,137 84,261 85,000 275,486 279,137
Infrastructure ........cccoeiiiiini. 1,316,526 1,337,345 638,099 664,521 1,954,625 2,001,866
Improvements other than
buildings ..o 11,036 11,198 25,183 27,300 36,219 38,498
Machinery and equipment ... 138,418 145,659 210,915 211,715 349,333 357,374
Furniture and furnishings - - 70 77 70 77
Nonutility property —................ - - 5,317 5,316 5,317 5,316
Accumulated depreciation (981,687) (1,016,522) (323,810) (341,403) (1,305,497) (1,357,925)
Total oo $ 915171 § 941,943 $ 699,209 $ 721,340 $ 1,614,380 $ 1,663,283

Debt

At year-end, the City had $728.3 million in general obligation bonds and notes, and $64.7 million in revenue bonds outstanding
as itemized in Table 6.

Table 6
Outstanding Debt
General Obligation and Revenue Bonds

(Thousand of Dollars)
Total
Governmental Activities Business-type Primary Government
2006 2007 2006 2007 2006 2007
General obligation bonds
(backed by the City) ....ccoovevieiciene $ 733,327 $ 669,404 $ 74135 $ 58,936 $ 807,462 $ 728,340
Stateloans .......ccccceeeeiiiiiiiii . - - - 14,369 - 14,369
Revenue bonds (backed
by specific fee revenues) ................... - - 68,150 64,711 68,150 64,711
Total o $§ 733,327 $ 669,404 $ 142,285 $ 138,016 $ 875612 $§ 807,420

New debt (excluding refunding bonds) issued for general obligation bonds and notes totaled $115.8 million, of which $12.9
million related to Sewer Maintenance, Parking, and Port Enterprises.

The City continues to maintain high investment grade ratings from the three major rating agencies. A rating of AA+ from Fitch
Ratings, AA from Standard and Poor's Corporation, and Aa2 from Moody’s Investors Service, Inc, were received on the City’s
June 2007 general obligation bonds issues.
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The city’s gross general obligation debt per capita, excluding enterprise fund debt, was $1,153 at the end of 2006, and $1,038
at the end of 2007; a 10.0% decrease from the prior year. As of December 31, 2007, the City’s outstanding net general
obligation debt was 2.03% of the City’s total taxable value of property. (Statistical Section - Table 9) The legal debt limit is 7%
of equalized property value, including Milwaukee Public Schools debt, which also is issued by the City. Excluding the 2% limit
on School debt, the City has a 5% legal debt limit and has reached about 44.4% of this limit. The City issues general
obligation notes to purchase a portion of General Fund delinquent taxes. During 2007, notes were issued in the amount of
approximately $15.6 million. Collections on these taxes and related interest will be used to meet the related debt service
requirements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Total property taxes levied for all funds of the City in 2007 for 2008 purposes increased $.02 cents per thousand dollars of
assessed valuation to a rate of $8.01.

The property tax levy will provide $104 million revenue for the general city purposes budget in 2008. This represents an
increase of $8 million from 2007 or 8.4%. The total city tax levy increased from $220.1 million for 2007 to $227.5 million for
2008 or a $7.4 million increase. The resulting property tax rate of $8.01 is a 2 cent increase from the 2007 rate of $7.99 per
$1,000 of assessed valuation. The 2008 budget includes $80.6 million in revenue from charges for services, an increase of
$3.8 million. This category of funding encompasses revenue received for services provided by City operating departments.
The solid waste fee is the largest revenue source in this category and is expected to generate $25 million for 2008. This
specific fee represents 31% of the total charges for services in the 2008 budget.

Estimated intergovernmental revenues, primarily from the State of Wisconsin, are projected to be $271.3 million; a decrease of
$1.8 million from 2007 or less than one percent.

The 2008 adopted City Budget is about $1.2 billion with the budget for the General Fund at $642.1 million. The General Fund
budgets increased more than 2.9% over the 2007 budget of $624.3 million. Of this increase, 42.3% is attributable to two
areas. In 2008, the City will pay $109.9 million for health insurance and related costs compared to $106.7 million budgeted for
2007, an increase of 3.0%. Another major increase involves the cost of the pending labor contract settlements and cost of
living rate increases; $12.7 million has been increased over 2007 of $9.7 million. Estimated Full-time Equivalents (FTE) for all
General Fund Departments have a budgeted increase of 33 with the Police Department having an increase of 48 and the Fire
Department having a decrease of 14 FTE’s for 2008.

The unemployment rate for 2007 is 6.5 percent, the same as in the previous year; but, down from the record high over the last
ten years of 8.9 percent which occurred in 2002. The per capita income for the most recent fiscal year available (2006) was
$34,128 (a 4.9% increase from 2005).

The City’s population over the last five years is depicted in the table below. This data is estimated from the Wisconsin
Department of Revenue used in the distribution of State Shared Taxes and differs from the U.S. Census Bureau. The U.S.
Census Bureau has accepted the City’s challenge that Milwaukee’s 2006 population should be 602,782 instead of the Census’
original figure of 573,358. As a result, Milwaukee moves from the 25" largest city in the U.S. to the 22" largest.

2003 595,245
2004 593,920
2005 592,765
2006 590,370
2007 596,974

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general overview
of the City’s finances and to demonstrate the City’s accountability for the money it received. If you have questions about this
report or need additional financial information, contact the City of Milwaukee, Office of the City Comptroller, Office, City Hall,
200 East Wells Street Room 404, Milwaukee, WI 53202.
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CITY OF MILWAUKEE
STATEMENT OF NET ASSETS
December 31, 2007
(Thousands of Dollars)

Exhibit 1

Primary Government

Governmental Business-type
Activities Activities Total
Assets
Cash and cash equivalents ................cccccocceoeoee. $ 231,249 $ 59,552 $ 290,801
INVesStMENtS ...oooueeiiie e, 8,910 - 8,910
Receivables (net):
TAXES e 180,873 - 180,873
ACCOUNES oo 17,318 33,368 50,686
Unbilled accounts ........coooeveiiiiiiiiiiiiieeeeeeee 748 14,043 14,791
Special assessments ........ccccccciiiieiiiiieeee e, 15,157 - 15,157
Notes and 10aNS  .....cooeeiiiiiiiieeeee e 54,173 - 54,173
Accrued interest .........oeeiiiiiii e 1,734 156 1,890
Due from component units ........cccceeevvveeenenenn.n. 17,503 - 17,503
Due from primary government ...............c.ccocceee. - - -
Due from other governmental agencies .............. 204,270 - 204,270
Inventory of materials and supplies ..................... 6,595 2,345 8,940
Inventory of property forresale ...l 26 - 26
Prepaid items ... 165 94 259
Deferred charges ... 2,321 479 2,800
Other assets .....cccoccvvvvvviviiiieiieeeeeeeeeeeee e - 103 103
Total non-capital assets ......c.c.ccccceeeeiiiiiiinnnn, 741,042 110,140 851,182
Capital assets:
Capital assets not being depreciated:
16T o T R 163,769 16,115 179,884
Construction in progress ........ccccceeeeeceeeeeeennne 106,357 52,699 159,056
Capital assets being depreciated:
Buildings  ..oeeeiiieeee e 194,137 85,000 279,137
Infrastructure .........ccooeieeeeiiiee e 1,337,345 664,521 2,001,866
Improvements other than buildings .............. 11,198 27,300 38,498
Machinery and equipment .............ccocceeiiiis 145,659 211,715 357,374
Furniture and furnishings ...........cccocoiieiiiie - 77 77
Nonutility property .......cccoocoeeeeeiiiiiieee e - 5,316 5,316
Accumulated depreciation ............ccccceeeeeiins (1,016,522) (341,403) (1,357,925)
Total Capital Assets ......ccccceeeveiiiieeieeiiiieeeeen. 941,943 721,340 1,663,283
Total ASSEtS .oovveeeeeeeeeeeeeeee e 1,682,985 831,480 2,514,465

Component
Units

$ 54,257
6,478

2,145

77,014
2,691

268
18,405

13,471
1,406

1,308
278

177,721

57,965
49,205

423,983

599
4,238

(221,517)

314,473

492,194
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CITY OF MILWAUKEE
STATEMENT OF NET ASSETS
December 31, 2007
(Thousands of Dollars)

Exhibit 1 (Continued)

Primary Government

Governmental  Business-type
Activities Activities
LIABILITIES
Accounts payable .........cccccciiiiie e $ 43,121 $ 14,505
Accrued eXPenSeS ......ccciiiiiiiiiiee e 28,442 2,760
Accrued interest payable ... 10,675 1,570
Internal balances ...........ccccovviiiiiieeeiieen, (18,073) 18,073
Due to component units .........cccceeeiciiiiiiiciiieenne 268 -
Due to other governmental agencies .................. 429 -
Deferred revenue ...........cooovvvveiieeeeeeeeeeeeeenn 274,960 28
Revenue anticipation notes payable .................... 188,000 -
Other payables ..o - -
Other liabilities ... - -
Due to primary government:
Due within one year .........cccccccoiiiiiiiiciiiiiennn. - -
Due in more than one year ..........ccccccoeiiiieeeennn. - -
Long-term obligations:
Due within one year ..........ccccociiiiiiiiiiieenie. 90,848 30,377
Due in more than one year ........ccccccoeevvivnenennn. 688,147 112,479
Total Liabilities .......cccooveeiiiiiiiiiiciiciece 1,306,817 179,792
NET ASSETS
Invested in capital assets, net of related debt ..... 558,328 581,594
Restricted for:
Debt ServiCe ......ccceieiiiiieiiiiiieiieeiee e 116,298 9,528
Temporarily restricted ... - -
Other pUrpoSES ......eeiviiiiiiiieeieeee e 218 -
UNrestricted  ......ccooeiiiiiiieeeeee e (298,676) 60,566
Total Net ASSetS ....ccccceevicveiriniicienrienisinnes $ 376,168 $ 651,688

The notes to the financial statements are an integral part of this statement.

Component

Total Units
$ 57,626 $ 8,933
31,202 5,596
12,245 -
268 -
429 2,403
274,988 1,266
188,000 -
- 10,345
- 1,098
- 16,405
121,225 11,795
800,626 126,239
1,486,609 184,080
1,139,922 182,854
125,826 -
- 9,205
218 32,300
(238,110) 83,755
$ 1,027,856 $ 308,114
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CITY OF MILWAUKEE Exhibit 2
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)
Program Revenues
Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government:
Governmental Activities:
General government .........ccccceeveeiieeciesnens $ 204,724 $ 12,408 $ 2,073 $ -
Public safety ......ccoooiiiiieee e 297,711 15,121 11,319 -
Public WOrks ......cccoeeiiiiieiec e 155,288 45,855 3,822 -
Health ..o 23,102 798 11,929 -
Culture and recreation .........c.coeeevviiiieeeiineenenns 21,298 1,888 2,166 -
Conservation and development ..................... 70,025 426 21,495 -
Capital contribution to Milwaukee Public
SChOOIS .. 2,788 - - -
Contributions  ......eeiiiieeeee e 21,915 - 22,270 -
Interest on long-term debt ...............cccceeel 30,536 - - -
Total Governmental Activities ................... 827,387 76,496 75,074 -
Business-type Activities:
Water oo 62,064 72,808 - 2,178
Sewer Maintenance ........ccccoooeeeeieeeeiieeeeeennnn. 29,928 37,756 - 3,265
Parking ..o 24,025 39,730 - -
Port of Milwaukee ........coooovveiiiiiiiiiiiiieeeeeeenee. 5,626 6,034 - 619
Metropolitan Sewerage District
User Charges ......cccceeeeecnveeeeeeiiiieeee e 32,301 31,165 - -
Total Business-type Activities ................. 153,944 187,493 - 6,062
Total Primary Government ...........ccccccocveeeeeveenennn. $ 981,331 $ 263,989 $ 75,074 $ 6,062
Component units:
Housing AUthOrity ........coocvooveeieieeeee e $ 82,289 $ 19,299 $ 43,179 $ 16,061
Redevelopment Authority .........c.cccooviieieiiinis 12,866 5,863 7,739 13,263
Milwaukee Economic Development Authority 4,133 3,642 2,444 -
Neighborhood Improvement Development
Corporation .........ooooiiiiiiiee e 1,369 792 587 -
Total Component UNits ..........cccoveveeeveeeieeeeenen $ 100,657 $ 29,596 $ 53,949 $ 29,324
General revenues:
Property taxes and other taxes ........cccocvviiiiiiiiiiiiie
State aids for General FUNd .........ociiiiiiiiiiie e
MiISCEIlANEOUS ...
TrANSTEIS ettt a e
Total General Revenues and Transfers .........cccocccevieeiiieeiiieeeineen,
Change in NEt ASSEIS  .....oviiiiiiiiiiiie e
Net Assets - Beginning, as restated ...
Net Assets - ENdiNg  .....cccociiiiiimr e e

The notes to the financial statements are an integral part of this statement.




Exhibit 2 (Continued)

Net (Expenses) Revenue and Changes in Net Assets

Primary Government

Governmental Business-type
Activities Activities Total

$ (190,243) $ (190,243)
(271,271) (271,271)
(105,611) (105,611)
(10,375) (10,375)
(17,244) (17,244)
(48,104) (48,104)
(2,788) (2,788)
355 355
(30,536) (30,536)
(675,817) (675,817)
- $ 12,922 12,922
- 11,093 11,093
- 15,705 15,705
- 1,027 1,027
- (1,136) (1,136)
- 39,611 39,611
(675,817) 39,611 (636,206)
243,654 - 243,654
272,539 - 272,539
84,042 2,121 86,163
36,483 (36,483) -
636,718 (34,362) 602,356
(39,099) 5,249 (33,850)
415,267 646,439 1,061,706
$ 376,168 $ 651,688 $ 1,027,856

Component
Units

$  (3,750)
13,099
1,953

10
12,212

5,474:

~ san
17,686
290,428

$ 308,114
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CITY OF MILWAUKEE Exhibit A-1
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2007
(Thousands of Dollars)
General
ASSETS
Assets:
Cash and cash equIValeNts ... $ 69,534
INVESIMENTS oo e e e e e e e e e e e et e e e e eaeaeaaaaaaaeas 218
Receivables (net):
L IE= DG TR 113,903
Ve oto 10 o | €= 16,699
(001 o] 11 1Yo = Toteto U ) TP 748
SPECIal @SSESSMENTS ...t e a e e -
NOES AN I0ANS ... e e e e e e e e e e e e 99
YN e ot (U L=Yo BT o] (=Y =Y AR 1,302
Due from Other fUNAS ..ot e e e e e e e ns 78,660
Due from component UNItS .........ooiiiiiiiiiiie et e e e a e 3,370
Due from other governmental @geNCIES .........c.eoiiiiiiiiiiiiiiiiee et 523
Yo \VZ= Ta (e =Y (o o) { a (= g (U1 g o £ 14,032
Inventory of materials and supplies ... 6,226
Inventory of property for resale ... 26
Prepaid itBMS ..o e e e e e e e e e a e e e e e nnnees 165
QLI L X7 =1 £ $ 305,505
LIABILITIES AND FUND BALANCES
Liabilities:
ACCOUNES PAYADIE ..ottt e e be e rae e e $ 28,598
ACCIUEA EXPENSES .ot e ettt e e e ettt e e e e e et ee e e e e nte et e e e e e naeeeeaeaanneeeaeaaanneneeaaann 27,915
DUE 0 Other FUNAS ...ttt e e e e e e e e e e e e e e e e e e e eeeannnnsnsnnnnnnnes 898
Due to COMPONENT UNIES  ......iiiiii et e e e et e e e e e e e e e e annees -
Due to other governmental agenCies ..........cooiiiiiiiiiiiiiiii e -
(DL =T = To ISV Z=Y LU= YR 157,241
Revenue anticipation notes payable ... -
Advances from other fUNAS  .........oeiiiiiii e -
Total Liabilities  .....cooeeeiee e 214,652
Fund Balances:
Reserved for debt SEIVICE ... -
Reserved for delinquent taxes receivable ... -
Reserved for economic development ... -
Reserved for encumbrances, prepaids, and Carryovers ..........cccccccceeeiiiiiieeeeaiieenn. 21,376
Reserved for iNVENTOIY ... e 6,252
Reserved for mortgage trust ... 218
Reserved for environmental remediation ..., 303
Reserved for tax stabilization - 2008 ...........ccooei i 29,457
Reserved for tax stabilization - 2009 and subsequent years' budgets and advances
L0011 =Y S 101 1o £ 33,247
Unreserved:
UNdesignated ... et e e e e e e e e -
Special assessment (AEfiCit) ......c..oieiiiiiiiiiie e -
Total FUND BAIANCES  ....eueiiiiieeeeeeeeeee ettt e et e e e e e e e e e e eeeeaannanns 90,853
Total Liabilities and Fund Balances ........cccccciiiiiiiiicin e e memee e e $ 305,505

The notes to the financial statements are an integral part of this statement.
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Exhibit A-1 (Continued)

General
Obligation
Debt
Service

$ 102,295

53,925

14,929
310

13,966
188,000

$ 373,425

$ 3
68
6,522

122,054
188,000

316,647

56,778

56,778
$ 373,425

Public
Debt
Amortization

$ 42,543
8,692

$ 70,195

70,195
$ 70,195

Capital
Projects

$ 2,142

4,787
264

15,157

5,049

369

$ 27,768

$ 10,270
260
46,983
158

23,258

14,032
94,961

(54,611)
369

(12,951)

(67,193)
$ 27,768

Nonmajor

Governmental

Funds

16,357

34,438
$ 54,520

Total

$ 231,249
8,910

180,873
17,318
748
15,157
54,173
1,734
78,660
17,503
204,270
14,032
6,595
26

165

$ 831,413

$ 43,121
28,442
60,587

268

429
311,463
188,000
14,032

646,342

136,935
6,717
1,402

(33,235)
6,621

218
303
29,457

33,247

16,357

(12,951)
185,071

$ 831,413
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CITY OF MILWAUKEE Exhibit A-2
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
DECEMBER 31, 2007
(Thousands of Dollars)
Fund balances - total governmental funds $ 185,071
Amounts reported for governmental activities in the statement of net
assets (Exhibit A-1) are different because:
Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. Those assets consist of:
Land $ 163,769
Buildings, net of $71,381 accumulated depreciation 122,756
Infrastructure, net of $855,033 accumulated depreciation 482,312
Improvements other than buildings, net of $7,427 accumulated depreciation 3,771
Machinery and equipment, net of $82,681 accumulated depreciation 62,978
Construction in progress 106,357
941,943
Deferred charges for debt issuance costs are not available to pay for current-
period expenditures and therefore are deferred in the funds. 2,321
Some revenues are deferred in the funds because they are not available to pay
current period's expenditures.
Taxes to be collected after year end 7,644
Special assessments to be collected after year end 13,930
Notes and loans receivable to repay long-term bonds and notes 14,929
36,503
Long-term liabilities are not due and payable in the current period and therefore are
not reported in the funds. Interest on long-term debt is not accrued in governmental
funds, but rather is recognized as an expenditure when due. All liabilities - both
current and long-term - are reported in the statement of net assets.
Accrued interest payable (10,675)
Bonds and Notes Payable (669,404)
Deferred amount on refunding 6,453
Unamortized premiums (25,775)
Compensated absences (30,784)
Net other postemployment benefits obligation (36,877)
Claims and judgments (22,608)
(789,670)
Total net assets of governmental activities (Exhibit 1) $ 376,168

The notes to the financial statements are an integral part of this reconciliation.
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CITY OF MILWAUKEE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)

Exhibit A-3

Revenues:
o] LY Y =) G TSR
ONEr fAXES ettt n
SPECIAl @SSESSMENTS ...ttt e e e e et e e e e e e e e e e e re e e e e e e nnaeeans
LiCenses and PEIMILS  .....oiiiiiiiiiii ittt ettt e e e e et e e e e et e e e e e neaeaaaean
INtergoverNMENTaAl ... et e e e e e e e e e e e e e neas
Charges fOr SEIVICES  .....uiiiiiiiiiiii ettt ettt e ekt e et e e e e e s et e e enn e e e nannas
FINes and fOrfEItS  .....uiiiiiiii et
CoNtribULIONS FECEIVEA ...t e e s e e e e e
(@1 =T O TP PP TP URRPRPTN

TOLAI REBVENUES ...t e et e e e e e e e e e e e et e e e e e e e e eeeeessnnnnnnns

Expenditures:

Current:
General QOVEIMMENT ...ttt e et e et e e e e e et eann e e ennns
PUDIIC SAFELY ...ttt e ettt e e e et e e e e e nnte e e e e e e nneeeaaenn
PUDIIC WOTKS .ottt e e ettt e e e ettt e e e e e nate e e e e e e nnaeeaeaeanees
L 1= = 11 o PRSP
Culture and reCreatioN  ...........ooii oot e s
Conservation and developmMENT .........c.oiiiiiiiiiii e

Capital OULIAY ...t eae

Debt Service:
Principal retiremMeENnt ... ettt a e e ea e
L (=T ST PRSP
BONA ISSUANCE COSES ..ottt e e

Total EXPENAItUrES .o
Excess (deficiency) of Revenues over EXpenditures ...........ccccccceeveiiiiieecieiiiiieeee e

Other Financing Sources (Uses):
General obligation bonds and NoOtes ISSUEd  ..........oooiiiiiiiiiiiiie e
Loans receivable aCtiVItIES  .........oooiiiiiiiii e
LTS = T LTI o] (=10 0 11 o PP
L2111 1= PSPPSR
I =10 1S =Y 3o 10 PSPPI

Total Other Financing Sources and USES ..........oooiieiiiiiiieiiiiiiiiee e

Net Change in Fund Balances ...,

Fund Balances - BEGINNING  ....uuiiiiiiiiiiiiieiei ettt et e e e e e e e e e e e aeaaeaaa e nnnnnensnsnneee
Fund Balances = ENAINg ... o s s s e e e e e e

The notes to the financial statements are an integral part of this statement.

General

$ 137,253
5,311

13,704
272,539
76,496
5,800
22,270
18,883
552,256

222,781
257,137
93,956
10,359
17,548
3,279

605,060

(52,804)

66,000

40,561

(68,079)
38,482

(14,322)

105,175

$ 90,853
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Exhibit A-3 (Continued)

General
Obligation
Debt
Service

$ 67,422
13,287

715
3,258

3,421
88,103

45

147,893
35,360
78

183,376

(95,273)

2,129
104,886

(7,248)
99,767

4,494

52,284

$ 56,778

Public
Debt Capital
Amortization Projects
$ = $ 12,906
2,269 -
- 3,542
- 7,584
8,736 2,809
11,005 26,841
- 127,336
4,184 -
4,184 127,336
6,821 (100,495)
- 21,318
(10,230) (2,502)
(10,230) 18,816
(3,409) (81,679)
73,604 14,486
$70,195 $ (67,193)

Nonmajor
Governmental
Funds

$ 3,501

15,610
4,975

(20,905)
320

9,376

25,062

$ 34,438

Total

$ 221,082
20,867
3,542
13,704
336,870
79,754
5,800
22,270
43,990

747,879

225,893
268,456
97,778
22,288
19,714
30,954
127,336

152,077
35,360
78

979,934

(232,055)

102,928
4,975
2,129

145,447

(108,964)
146,515

(85,540)
270,611

$ 185,071
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CITY OF MILWAUKEE
RECONCILIATION OF THE STATEMENT OF REVENUES,

EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)

Exhibit A-4

Net change in fund balances - total governmental funds (Exhibit A-3)
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which capital outlay ($73,536) exceeded
depreciation expense ($45,595) in the current period less loss on disposals ($1,169)

Notes and loans receivable to repay long-term bonds and notes

Revenues in the statement of activities that do not provide current financial resources are
reported as deferred revenue in the funds.
Taxes accrued in prior years
Special assessments deferred revenue beginning of the year $15,515 less deferred
at end of the year $13,930

The issuance of long-term debt (e.g., bonds, leases) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes the
current financial resources of governmental funds. Neither transaction, however, has any
effect on net assets. Also, governmental funds report the effect of issuance costs, premiums
and similar items when debt is first issued, whereas these amounts are deferred and amortized
in the statement of activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items.
Debt issued:
Bonds and notes issued
Issuance premiums
Repayments:
Principal retirement
Bond issuance costs
Amortization:
Issuance costs
Premiums
Deferred amount on refunding

Under the modified accrual basis of accounting used in the governmental funds, expenditures
are not recognized for transactions that are not normal paid with expendable available financial
resources. In the statement of activities, however, which is presented on the accrual basis,
expenses and liabilities are reported regardless of when financial resources are available. In
addition, interest on long-term debt is not recognized under the modified accrual basis of
accounting until due, rather as it accrues. The adjustment combines the net changes of the
following balances.

Compensated absences

Net other postemployment benefits obligation

Claims and judgments

Accrued interest on bonds and notes

Changes in net assets of governmental activities (Exhibit 2)

The notes to the financial statements are an integral part of this reconciliation.

$ 1,705

(1,585)

(102,928)
(2,129)

152,077
74

(449)
6,412

(1,278)

4,762
(36,877)

2,383
(310)

$ (85,540)

26,772

(2,188)

120

51,779

(30,042)

$ (39,099)
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CITY OF MILWAUKEE Exhibit B-1
STATEMENT OF NET ASSETS
ENTERPRISE FUNDS
DECEMBER 31, 2007
(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Parking Funds Total
ASSETS
Current Assets:
Cash and cash equivalents ..........cccccocoeeeiiennnne $ 28,539 $ - $ 21,485 $ - $ 50,024
Restricted cash and cash equivalents .................. 643 438 - - 1,081
Receivables (net):
ACCOUNES e 12,600 10,576 146 10,046 33,368
Unbilled accounts .......cccceeeieiiiiiiiiiiiiis 9,770 2,129 - 2,144 14,043
Accrued interest ... 131 25 - - 156
Due from other funds ........ooooveiiiiiiieeeeeeeeeee 4,702 1,285 - 1,117 7,104
Inventory of materials and supplies ..........c........... 2,345 - - - 2,345
Prepaid items ..o 94 - - - 94
Deferred charges ........cccocooiiieiiiiiciiiiceee e - 479 - - 479
Other assets ......ccoceeeeeiiiiiiiee e 103 - - - 103
Total Current Assets .........ooevvvveeeeeeeeeeeeeeeiinnnn. 58,927 14,932 21,631 13,307 108,797
Noncurrent assets:
Restricted cash and cash equivalents .................. - 8,447 - - 8,447
Capital assets:
Capital assets not being depreciated:
Land e 1,568 - 8,440 6,107 16,115
Construction in progress .........ccccceeeecieeeeennns 12,249 36,800 3,650 - 52,699
Capital assets being depreciated:
BUildings  ..ooeeiiieeieee e 21,292 - 50,645 13,063 85,000
Infrastructure ..o 318,139 346,382 - - 664,521
Improvements other than buildings ................ - - 5,429 21,871 27,300
Machinery and equipment .........c.ccoooiiiiieeenns 201,183 4,260 1,496 4,776 211,715
Furniture and furnishings ..........c.cccoccoieeiie - 22 - 55 77
Nonutility property ........cccooceeiiiiiiiieeniieeee 5,316 - - - 5,316
Accumulated depreciation ............ccccceeeeiinnnnen. (182,649) (102,421) (30,217) (26,116) (341,403)
Total Noncurrent Assets .......ooovvveeeeeeeeeennnnn. 377,098 293,490 39,443 19,756 729,787
Total ASSES ...vvveeieeiiieee e 436,025 308,422 61,074 33,063 838,584
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CITY OF MILWAUKEE
STATEMENT OF NET ASSETS
ENTERPRISE FUNDS
DECEMBER 31, 2007

Exhibit B-1 (Continued)

(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Parking Funds Total
LIABILITIES
Current Liabilities:
Accounts payable ... $ 3,326 $ 762 $ 1,295 $ 9,122 $ 14,505
Accrued EXPENSES  .....coiiuiiiieeiiiiee e 1,454 631 523 152 2,760
Accrued interest payable ..., 346 810 183 109 1,448
Compensated absences ..........cccccceiiiiiiiiieeniies 1,025 - - - 1,025
Due to other funds ......cccooeeiiiiiiiiiiiiiiieeee e, 9,790 5,451 - 9,936 25177
Deferred revenue ..........oooovvveeeeiieeeeeeeeeeeeeennn - - 28 - 28
General obligation debt payable - current ............ 2,845 19,701 2,218 483 25,247
Revenue bonds payable - current ........................ 891 - - - 891
Total Current Liabilities ........cccvvvvvvvieieieeeeene. 19,677 27,355 4,247 19,802 71,081
Current Liabilities Payable from Restricted Assets:
Revenue bonds payable ... - 3,214 - - 3,214
Accrued interest payable ... - 122 - - 122
Total Current Liabilities Payable from
Restricted ASSetS ......coeeeeiiiiiiiieeeeeee - 3,336 - - 3,336
Noncurrent Liabilities:
General obligation debt ........ccoooiiiiiiiiiiiiiieee 17,474 3,934 9,579 3,207 34,194
Revenue bonds payable ... 10,315 66,647 - - 76,962
Other post employment benefits obligation .......... 790 274 214 45 1,323
Total Noncurrent Liabilities ...........ccccevvvvvnnnnnn. 28,579 70,855 9,793 3,252 112,479
Total Liabilities ...........oooeviiiiiiiiiiieieeeees 48,256 101,546 14,040 23,054 186,896
Net Assets:
Invested in capital assets, net of related debt ......... 345,572 191,547 28,409 16,066 581,594
Restricted for Debt Service ........cccoeeeeeiiiiiiiiin. 643 8,885 - - 9,528
unrestricted  ......oovveiiieiieieeee s 41,554 6,444 18,625 (6,057) 60,566
Total Net Assets ......ococeeeveicrciccncccnrnreenee e $387,769 $206,876 $ 47,034 $ 10,009 $651,688

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit B-2
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Parking Funds Total
Operating Revenues:
Charges for Services:
WaALer SAIES ..o $ 59,301 $ - $ - $ - $ 59301
Statutory sewer user fee ... - - - 30,258 30,258
Sewer maintenance fee .........cccccvviiieieeeeeeeee, - 37,756 - - 37,756
(=Y o | N - - 7,124 6,022 13,146
Fire protection service .........c.ccccooiiiiiiiiiiiiiies 6,234 - - - 6,234
Parking meters .........ccooiiiiiiiiee e - - 4,088 - 4,088
Parking permits ........cccoooiiiiii - - 2,914 - 2,914
Vehicle toWing  ...oooiiiiiiee e - - 6,250 - 6,250
Parking forfeitures ... - - 18,950 - 18,950
(O] 1= U 6,969 - - 907 7,876
Total Operating Revenues ...........cccccoocoiiiiiiiieen. 72,504 37,756 39,326 37,187 186,773
Operating Expenses:
Milwaukee Metropolitan Sewerage District charges ... - - - 27,808 27,808
Employee ServiCes .......ccoiiiiiiiiiiieeiiiiiee e - 7,442 7,269 1,622 16,333
Administrative and general ..., 6,634 - - 34 6,668
Depreciation  .......cccooiieeic e 12,943 4,086 2,415 2,385 21,829
Transmission and distribution .........cccccooovviiiiiiiieenen. 18,872 - - 2,742 21,614
Services, supplies and materials ..............cocccociieis - 10,305 13,752 1,545 25,602
Water treatment ..o 12,506 - - - 12,506
Water pumpiNg  .ooocoeeeoiiieiiee e 7,057 - - - 7,057
Billing and collection ..........ccccccoeeieiiiiiieeieeieee e 2,678 - - 1,601 4,279
Total Operating Expenses .........cccccoociiiieiiiiineen. 60,690 21,833 23,436 37,737 143,696
Operating Income (LOSS) ...cccovveeeiiiiiiieieeciiiiece 11,814 15,923 15,890 (550) 43,077
Nonoperating Revenues (Expenses):
Investmentincome ..........cccooeiiii e, 1,707 414 - - 2,121
Interest eXPENSE  .....oooiiiiiiiiii e (1,374) (3,495) (589) (190) (5,648)
Gain (loss) on disposal of fixed assets ............c......... - - 133 - 133
(@1 1= S 304 (4,600) 271 12 (4,013)
Total Nonoperating Revenues (Expenses) ........... 637 (7,681) (185) (178) (7,407)
Income (Loss) before Contributions and Transfers.. 12,451 8,242 15,705 (728) 35,670
Capital contributions  ..........ccccveiiiiiiiieeeccee e 2,178 3,265 - 619 6,062
Transfers iN ..o - - - 683 683
Transfers OUt ..o (7,767) (9,000) (17,346) (3,053) (37,166)
Change in Net ASsets  ...cccoevciieeeeeiiiiiee e 6,862 2,507 (1,641) (2,479) 5,249
Total Net Assets - Beginning  ........cccoooeeiviieeiiieeeeee 380,907 204,369 48,675 12,488 646,439
Total Net Assets - ENding  ......ccceeeveiiieceircccee e $387,769 $206,876 $ 47,034 $ 10,009 $ 651,688

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit B-3
STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Parking Funds Total
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and users ..............cccccoeennee... $ 70,998 $ 35,351 $ 39,376 $34,776  $ 180,501
Payments to suppliers .........cccocoeeeiieiiiie e (17,762) (11,018) (13,445)  (33,967) (76,192)
Payments to employees ........ccccooiiiiiiiiiiii (24,178) (7,171) (7,000) (1,540) (39,889)
Payments from other funds ... - - - 3,001 3,001
Payments to other funds ..........ccooiiiiiiiiiiii i (5,995) 5,451 - 379 (165)
Net Cash Provided by Operating Activities................ 23,063 22,613 18,931 2,649 67,256
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Miscellaneous nonoperating revenue ...........ccccceeeeeenneee. 304 - - - 304
Other nonoperating EXPENSES  ....ccveevviuvreieeeiiiiieeeeeesininees - (4,600) - - (4,600)
Transfers from other funds ..........cccoiiiiiiiii i - - - 683 683
Transfers to other funds .........occoeiiiiiiii e (7,767) (9,000) (17,346) (3,053) (37,166)
Net Cash Used for Noncapital Financing
ACHVITIES oo (7,463) (13,600) (17,346) (2,370) (40,779)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Capital contributions ..........ccccceviiiiiiiieieeiieee e - - - 575 575
Proceeds from sale of bonds and notes ....................... - 11,825 1,065 12 12,902
Proceeds from sale of revenue bonds  ........................ - 14,369 - - 14,369
Acquisition of property, plant and equipment ................ (14,319) (19,250) (2,059) (197) (35,825)
Retirement of bonds, notes and revenue bonds ........... (4,231) (24,750) (2,080) (480) (31,541)
Interest paid ......c.ooiiiiieie (1,425) (3,214) (592) (200) (5,431)
Other e - - 542 11 553
Net Cash Provided by (Used for) Capital and
Related Financing Activities .........c.ccccccovieeiinnen. (19,975) (21,020) (3,124) (279) (44,398)
CASH FLOWS FROM INVESTING ACTIVITIES:
Investment iINCOME  ......oeeiiiieeeee e 1,748 393 - - 2,141
Net Decrease in Cash and Cash
Equivalents ..o (2,627) (11,614) (1,539) - (15,780)
Cash and Cash Equivalents - Beginning ..........c.cccoveeeeens 31,809 20,499 23,024 - 75,332
Cash and Cash Equivalents - Ending .....c.cccceccvviceiieennnen $ 29182 $ 8,885 $ 21485 $ - $ 59,552




CITY OF MILWAUKEE Exhibit B-3 (Continued)
STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007

(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Parking Funds Total
Cash and Cash Equivalents at Year End Consist of:
UNrestricted Cash  ....ooeeeeeeeeeeeee e $ 28539 $ - $ 21485 $ - $ 50,024
Restricted Cash .......oovvvvieiieieeeeeeeee e 643 8,885 - - 9,528

$ 29182 §$ 8885 § 21485 § $ 59,5652

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating iNcomMe (I0SS) ....ccvvevieeiiecieeceeecee e $ 11,814 $ 15983 §$ 15890 $ (550) $ 43,137
Adjustments to reconcile operating income (loss) to net
cash provided by (used for) operating activities:

Depreciation ........ccoceeiiiiiieiie e 12,943 4,026 2,415 2,385 21,769

Changes in assets and liabilities:
Receivables ..o (2,029) (1,988) 59 (2,411) (6,369)
Due from other funds ... (415) (417) - (257) (1,089)
INVENLONIES ..o (136) - - - (136)
Prepaid items ... (73) - - - (73)
Other assets .....ccoviiiiiiiiiie e 31 - - - 31
Accounts payable ... 455 (713) 307 (237) (188)
Accrued liabilities  .........ocoeiiiiiii 473 271 269 82 1,095
Due toother funds ........coooeiveeiiiiiiieiieeeeeeeeee, - 5,451 - 3,637 9,088
Deferred revenue .........ccccccvveeeiiiiiiieee e - - (9) - (9)

Net Cash Provided by Operating Activities .............ccccc....... $ 23,063 $ 22,613 $ 18931 $ 2649 $ 67,256

Non-cash Activities:

During the year, water mains and related property, installed by others were deeded to the Water Works
in the amount of $2.178 million.

During the year, the Sewer Maintenance Fund removed infrastructure assets costing $95,007 with a net value of $0, and,
received donated assets in the amount of $3.265 million.

The notes to the financial statements are an integral part of this statement.




CITY OF MILWAUKEE Exhibit C-1
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
DECEMBER 31, 2007
(Thousands of Dollars)
Pension
and Other
Employee Private-
Benefit Purpose Agency
Trusts Trusts Funds
ASSETS
Cash and cash equivalents ................c..c......... $ 310 $2,215 $ 274,369
Investments .........oveeeiiiiiie e - 3,247 -
Total ASSEtS .ooovveeeieeeieeeeeeeeee e 310 5,462 $ 274,369
LIABILITIES
Liabilities:
Accounts payable ..o 37 47 1,444
Due to other governmental agencies ............ - - 272,925
Total LiabilitiesS  .vveoveeeeeeeeeeeeeeeeeeeeeeen, 37 47 $ 274,369
Net Assets
Employees' pension benefits
and other purpoSes .........ccccoeveeeeeeeeeenenns $ 273 $5,415

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2007

(Thousands of Dollars)

Exhibit C-2

Additions
Contributions:
Plan membEers ........oooooiiiiiiie e
Private donations ...........oouiiiiiiii e

Total Contributions  .........ceeviiiiiiiiiiieci e
Investment earnings:

Net (depreciation) appreciation in
fair value of investments, dividends and interest ..................

Total AddIitioNS  ...ooeveiiieecceee e

Deductions
BENEFItS oo
Fees remitted from Trust ..........ccooiiiiiee e,
(01 = PRSPPSO
Total DeductionS ......ccccueiiiiiiieieieieee e

Change in Net ASSEtS .....c..oovviieiiiiieee e

Net Assets - BEgINNING  ....ccooiiiiiiiiiiiiiiieeeeeeeee e

Net Assets - ENAING  ..ooooiviiiiiiiiiie e

The notes to the financial statements are an integral part of this statement.

Pension
and Other
Employee

Benefit
Trusts

$ 1,203

1,203

1,203
1,154

1,154
49
224

$ 273

Private-
Purpose
Trusts

1,058
1,058

296

1,354

1,028
1,249
2,277
(923)
6,338

$ 5415
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CITY OF MILWAUKEE Exhibit D-1
COMBINING STATEMENT OF NET ASSETS
COMPONENT UNITS
DECEMBER 31, 2007
(Thousands of Dollars)
Milwaukee Neighborhood
Economic Improvement
Housing Redevelopment Development Development
Authority Authority Corporation Corporation Total
ASSETS
Current Assets:
Cash and cash equivalents ..............cccccocu.... $ 24,084 $ 25,016 $ 3,697 $ 1,460 $ 54,257
Investments ... 5,878 300 - 300 6,478
Receivables (net):
ACCOUNES it 970 540 579 56 2,145
Notes and [0ans ..........eevvieeeeeeieeeieieieeeieiin, 19,109 15,878 41,455 572 77,014
Accrued interest ..o 2,361 61 166 103 2,691
Due from primary government ....................... 2 241 25 268
Due from other governmental agencies ......... 2,903 435 15,067 - 18,405
Inventory of property for resale ...................... 1,657 8,877 899 2,038 13,471
Prepaid items ......ooveeiiiiieeeie e 1,316 90 - - 1,406
Deferred charges 419 889 - - 1,308
Other assets ......ccccociiiiiiiiiiciiccec 147 - 131 - 278
Total Noncapital Assets .........ccccevieieiriennnnn 58,846 52,327 62,019 4,529 177,721
Capital assets:
Capital assets not being depreciated:
Land and land improvements ................... 48,858 9,107 - - 57,965
Construction in progress .........ccccceeeeeennee. 35,942 13,263 - - 49,205
Capital assets being depreciated:
Buildings ....ooooieiieiee e 344,885 79,098 - - 423,983
Improvements other than buildings .......... 599 - - - 599
Machinery and equipment ...........cccccoce.. 4,094 - 144 - 4,238
Accumulated depreciation ............ccccueee. (217,877) (3,562) (78) - (221,517)
Total Capital Assets, Net of Depreciation 216,501 97,906 66 - 314,473
Total ASSetS ....cccvvveiiiiiiiiieiciee 275,347 150,233 62,085 4,529 492,194
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CITY OF MILWAUKEE
COMBINING STATEMENT OF NET ASSETS
COMPONENT UNITS
DECEMBER 31, 2007
(Thousands of Dollars)

Exhibit D-1 (Continued)

Milwaukee Neighborhood
Economic Improvement
Housing Redevelopment Development Development
Authority Authority Corporation Corporation Total
LIABILITIES
Current Liabilities:
Accounts payable .........c.ccccoeeieeiiiiieiieeeene. $ 4,842 $ 3,583 $ 433 $ 75 $ 8,933
AcCrued EXPENSES  .....coeeviiiiieeiiiiieeeeiaae e 3,101 2,495 - - 5,596
Due to other governmental agencies 1,042 1,284 77 - 2,403
Deferred revenue .......ccccccoeeeeieiiiiiinnnnnn. 19 1,137 - 110 1,266
Other liabilities 3,583 2,755 2,922 1,085 10,345
Total Current Liabilities .......c...ccceeevveeeeennnee.. 12,587 11,254 3,432 1,270 28,543
Due to primary government:
Due withinone year .........ccccoiiieiiiiineeiiinnn. 924 39 - 135 1,098
Due in more than one year ...........cccccceceveeenns 2,439 12,485 1,481 - 16,405
Total Due to Primary Government ............... 3,363 12,524 1,481 135 17,503
Long-term obligations:
Due withinone year ........cccccooviiiiiiiieeeeinen. 11,795 - - - 11,795
Due in more than one year ...........cccccceeveeenns 34,126 88,606 3,507 - 126,239
Total Noncurrent Liabilities ...................... 45,921 88,606 3,507 - 138,034
Total Liabilities  .......coevvveeeeiiiieeeeeiveee. 61,871 112,384 8,420 1,405 184,080
NET ASSETS:
Invested in capital assets, net of related debt ... 163,643 19,211 - - 182,854
Restricted .....cccooeeeiiieeieee e 29,075 2,653 - 572 32,300
Temporarily restricted ........ccccoeiiciieeiieeees - - 9,205 - 9,205
Unrestricted .......ccoveeiiiiiiecceee e 20,758 15,985 44,460 2,552 83,755
Total Net Assets .......cccccevrvvmmeerrnsianes $ 213,476 $ 37,849 $ 53,665 $ 3,124 $ 308,114

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit D-2
COMBINING STATEMENT OF ACTIVITIES

COMPONENT UNITS
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)
Program Revenues
Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Housing Authority
LOW iNCOME NOUSING  ..ooveveeeeveieeeeece e $ 82,289 $ 19,299 $ 43,179 $ 16,061
Redevelopment Authority
Prevention and elimination of blight ....................... 12,866 5,863 7,739 13,263
Milwaukee Economic Development Corporation
Increase employment & expansion of business ..... 4,133 3,642 2,444 -
Neighborhood Improvement Development Corp.
Housing improvements ............ccccoiiiiiiiiiiiiiieeeees 1,369 792 587 -
Total Component UNnits ..........ccooveveeveeveeeeceenennne $100,657 $ 29,596 $ 53,949 $ 29,324

General revenues:
MiISCEIIANEOUS ...

Total General REVENUES  ........coovviiiiiiiieeeeeeeeeeeeeee e

Change in Net ASSetS .......oooiiiiiiiiiiiiie e

Net Assets - Beginning, as Restated...............ccccoviiiiiiiiiiieiiieneeeee.

Net Assets - ENAING  ...eeeeiiiiiiiie e

The notes to the financial statements are an integral part of this statement.
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Exhibit D-2 (Continued)

Net (Expense) Revenue
and Changes in Net Assets

Housing
Authority

$ (3,750

(3,750)

3,559
3,559

(191)
213,667

$213,476

Milwaukee Neighborhood

Economic Improvement
Redevelopment Development Development
Authority Corporation Corporation Total
$ - $ - $ - $ (3,750)
13,999 - - 13,999
- 1,953 - 1,953
- = 10 10
13,999 1,953 10 12,212
1,335 527 53 5474
1,335 527 58] 5,474
15,334 2,480 63 17,686
22,515 51,185 3,061 290,428
$ 37,849 $ 53,665 $ 3124 $308,114
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements have been prepared in conformity with U.S. generally accepted accounting
principles as prescribed by the Governmental Accounting Standards Board (GASB). The following is a summary of the
significant accounting policies.

A. Reporting Entity

The City of Milwaukee (the “City”) was incorporated on January 31, 1846, and operates under a Council-Mayor form of
government. These financial statements present the City (the primary government) and other organizations, including
component units, for which the nature and significance of their relationship with the primary government are such that their
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete. The component units
discussed below are legally separate organizations for which the elected officials of the City are accountable. The City is
considered financially accountable if it appoints a voting majority of the organization’s governing body and is able to impose its
will on the organization, or there is a potential for the organization to provide specific financial benefits to or burdens on the
City. The City may be financially accountable if an organization is fiscally dependent on the primary government.

Discretely Presented Component Units

The component units columns in the government-wide financial statements includes the financial data of the City’s component
units. They are reported in a separate column to emphasize that they are legally separate from the City. The City has the
following discretely presented component units:

Housing Authority - This entity is used to account for the Federal and State grants relating primarily to low-income housing
and rental assistance programs. The entire governing board is appointed by the Mayor of the City. The daily operations of
the Housing Authority of the City of Milwaukee (HACM) are managed by City employees.

Redevelopment Authority - The Redevelopment Authority of the City of Milwaukee (RACM) is responsible for activities
related to the prevention and elimination of blighted conditions in the City. The City appoints all members of the Board and
approves the budget.

Milwaukee Economic Development Corporation - The Milwaukee Economic Development Corporation (MEDC) is a
nonprofit organization formed to promote economic development within the City. The principal objective of the corporation
is to benefit the community by fostering increased employment through expansion of business and industry within the
metropolitan Milwaukee area. MEDC'’s primary source of funds is interest on loans originally granted through the City.

Neighborhood Improvement Development Corporation - The Neighborhood Improvement Development Corporation (NIDC)
is a nonprofit organization established to promote reinvestment in both housing and commercial structures within the City.
NIDC programs encourage private lending institutions and property owners to make improvements to the community’s
homes and businesses. Corporate officers of NIDC are provided by the City and daily operations are managed by City
employees.

Financial statements of the individual component units can be obtained from their respective administrative offices.
Addresses of the component units are as follows: HACM, 809 North Broadway, 3 Floor, Milwaukee, Wisconsin 53202;
RACM, 809 North Broadway, ond Floor, Milwaukee, Wisconsin 53202; MEDC, 809 North Broadway, 2nd Floor, Milwaukee,
Wisconsin 53202; NIDC, 841 North Broadway, Room 105, Milwaukee, Wisconsin 53202.

The basic financial statements exclude the accounts of the Wisconsin Center District, Milwaukee Public Schools, the
Milwaukee Metropolitan Sewerage District, World Festivals Inc. (“Summerfest”’) and the Employes’ Retirement System of the
City of Milwaukee, because these entities operate with separate governing boards and do not meet the criteria established by
the Governmental Accounting Standards Board (GASB) Statement 14 as component units of the City. The Milwaukee
Metropolitan Sewerage District (MMSD) is a special purpose municipal corporation created to provide sewerage treatment
services in the Milwaukee metropolitan area. The City is responsible for paying usage charges within its jurisdiction. These
amounts, in turn, are billed by the City to its water customers. The City has no equity interest in MMSD. Financial statements
for MMSD can be obtained from its administrative office.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

B. Basis of Presentation

Government-wide Statements. The government-wide statement of net assets and statement of activities report the overall
financial activity of the City, excluding fiduciary activities. Eliminations have been made to minimize the double-counting of
internal activities of the City. These statements distinguish between the governmental and business-type activities of the City.
Governmental activities generally are financed through taxes, intergovernmental revenues, and other nonexchange
transactions. Business-type activities are financed in whole or in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues for the different business-
type activities of the City and for each function of the City’s governmental activities. Direct expenses are those that are clearly
identifiable with a specific function. Program revenues include (a) fines, fees and charges paid by the recipients of goods or
services offered by the programs and (b) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues, including all taxes, are
presented as general revenues.

Fund Financial Statements. The fund financial statements provide information about the City’s funds, including fiduciary
funds. Separate statements for each fund category—governmental, proprietary, and fiduciary are presented. The emphasis
on fund financial statements is on major governmental and enterprise funds, each displayed in a separate column. All
remaining governmental and enterprise funds are aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated with the
principal activity of the fund. Exchange transactions are those in which each party receives and gives up essentially equal
values. Nonoperating revenues, such as subsidies and investment earnings, result from nonexchange transactions or ancillary
activities.

The City reports the following major governmental funds:

General Fund — The General Fund is used to account for all financial resources, except those required to be accounted for
in another fund.

General Obligation Debt — This fund accounts for the resources accumulated and payments made for principal and
interest on the City’s outstanding long-term general obligation debt.

Public Debt Amortization — This fund accounts for one-third of all interest on general City investments and interest on
Fund investments for the retirement of debt. The Public Debt Amortization Fund is governed by Section 67.101 of the
Wisconsin Statutes for the retirement of the public debt. See Note 7 for further discussion.

Capital Projects Fund — The Capital Projects Fund is used to account for the financial resources segregated for the
acquisition or construction of major capital expenditures other than those financed by proprietary funds.

The City reports the following major enterprise funds:

Water Works - All activities necessary to provide water services to residents of the City and outlying areas. Fund activities
include administration, billing and collection, operations, maintenance and financing.

Sewer Maintenance — This fund accounts for the maintenance of the City’s sewer system. Wisconsin State Statutes
Section 66.076, permit municipalities to implement sewer fees to recover the costs of operation, maintenance, repair, and
depreciation of sewer collection and transportation facilities. Sewer maintenance costs are recovered through a user fee
rather than through the property tax.

Parking — This fund accounts for revenues derived from parking meters, parking permits, rentals and leasing of parking
facilities and other revenues attributable to parking. The revenues are used to defray administrative and operational costs
related to parking operations, and to acquire, landscape and construct parking lots and structures.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

Additionally, the City reports the following fiduciary fund types:

Pension and Other Employee Benefit Trusts — This fund accounts for resources for employee flexible spending
plans.

Private Purpose Trust — These funds account for resources legally held in trust for use by various individuals,
governmental entities, and nonpublic corporations. All resources of these funds, including any earnings on invested
resources, may be used to support each trust’s initiatives.

Agency — These funds account for taxes and deposits collected by the City, acting in the capacity of an agent, for
distribution to other governmental units or designated beneficiaries.

C. Basis of Accounting

The government-wide, proprietary, and fiduciary fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at
the time liabilities are incurred, regardless of when the related cash flow takes place. Non-exchange transactions, in which the
City receives value without directly giving equal value in return, include property tax revenue, grants, and other contributions.
On an accrual basis, revenue from property taxes is recognized in the period for which the levy is intended to finance, which is
the year after the taxes are levied. Taxes levied in 2007 that will be collected in 2008 are recorded as receivable and deferred
revenue. Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied.
Revenue from grants and other contributions are recognized in the year in which all eligibility requirements have been satisfied.
Eligibility requirements include timing requirements, which specify the year when the resources are required to be used or the
fiscal year when use is first permitted; matching requirements, in which the City must provide local resources to be used for a
specified purpose; and expenditure requirements, in which the resources are provided to the City on a reimbursement basis.

Governmental funds are reported using the current financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the City considers revenues, excluding property taxes, to be available if they are collected within 90 days of
the end of the current year. Property taxes are considered to be available if they are collected within 60 days of the end of the
current year. Expenditures generally are recorded when the liability is incurred, as under accrual accounting. However,
principal and interest on general long-term debt, claims and judgments, and compensated absences are recorded only when
payment is due. General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are reported as other financing sources.

Significant revenue sources, which are susceptible to accrual include property taxes, state shared revenues, grants,
contributions, and interest. All other revenue sources including licenses, permits, fines and forfeits are considered to be
measurable and available only when cash is received.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989 are followed in both the
government-wide and proprietary fund financial statements to the extent that those standards do not conflict with or contradict
guidance of the Governmental Accounting Standards Board. The City also has the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same limitation. The City has elected not
to follow subsequent private-sector guidance.

D. Cash and Cash Equivalents

For purposes of the statements of cash flows, all highly liquid investments (including restricted cash and investments)
purchased with a maturity of three months or less are considered to be cash equivalents. The City manages a cash and
investment pool to maximize return on funds while providing liquidity to meet day to day obligations. Each fund’s equity in the
City’s investment pool is considered to be a cash equivalent, since the funds can deposit or effectively withdraw cash at
anytime without prior notice or penalty. The Housing Authority considers amounts on deposit with fiscal agents to be
investments and not cash equivalents due to their restrictive nature.

64




CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

E. Investments

Investments, primarily consisting of fixed income securities, are reported at fair value based on quoted market prices.
Commercial paper, which is short-term, defined as having an original maturity of one year or less, and highly liquid is carried at
amortized cost. Investment transactions are recorded on the trade date. Under Wisconsin Statutes, one-third of all interest on
pooled cash and investments is allocated to the Public Debt Amortization Fund. The remaining two-thirds is credited to the
General Fund. Each fund type’s portion of pooled cash and investments is included in the cash and cash equivalents line on
the Statement of Net Assets/Balance Sheet.

Wisconsin Statutes permit the City to invest funds not immediately needed in any of the following:

Time deposits maturing within three years in any credit union, bank, savings bank, trust company or savings and loan
association which are authorized to transact business in the State of Wisconsin.

Bonds or securities issued or guaranteed by the Federal government.

Bonds or securities of any county, city, drainage district, technical college district, village, town or school district of the
State of Wisconsin, as well as bonds issued by a local exposition district, a local professional baseball park district, or the
University of Wisconsin Hospitals and Clinics Authority.

Local Government Investment Pool - Investment Fund of the State of Wisconsin. The Local Government Pooled —
Investment Fund is an external investment pool administered by the State of Wisconsin. The fair value of the City’s
investment in the fund is the same as the value of the pooled shares. Although not subject to direct regulatory oversight,
the fund is administered in accordance with the provisions of Section 25.50 of the Wisconsin Statutes.

Repurchase agreements with public depositories, if the agreement is secured by federal bonds or securities.

Any Security which matures or which may be tendered for purchase at the option of the holder within not more than seven
years of the date on which it is acquired, if that security has a rating which is the highest or second highest rating category
assigned by Standard & Poor’s Corporation, Moody’s Investors Service, Inc. or other similar nationally recognized rating
agency or if that security is senior to, or on a parity with, a security of the same issuer which has such a rating.

Securities of open-end management investment companies or investment trusts (mutual funds) if the portfolio is limited to
(a) bonds and securities issued by the federal government or a commission, board or other instrumentality of the federal
government, (b) bonds that are guaranteed as to principal and interest by the federal government or a commission, board
or other instrumentality of the federal government, and (c) repurchase agreements that are fully collateralized by these
bonds or securities.

F. Property Taxes

Property taxes are recorded as receivables and deferred revenues in the taxing fund in the year levied because the taxes are
restricted to funding the succeeding year's budget appropriations. Property tax payments received prior to year-end are also
reflected in the taxing fund. Property taxes are recognized in the appropriate funds as revenues in the succeeding year when
they are collected and available to finance City services. If not collected at year-end, the delinquent property taxes are
reflected as receivables and deferred revenues. Delinquent property taxes and related interest are recognized as revenues
when collected.

The allowance for uncollectible property taxes is based on an analysis of the delinquent property taxes and, in management’s
judgment, represents an amount adequate to provide for potential uncollectible taxes. The allowance is increased by
provisions charged against revenues and is reduced by taxes receivable written off.

The City, through its Special Revenue Fund - Delinquent Tax, issues general obligation short-term promissory notes to finance
the purchase of the most recent delinquent taxes from its General Fund. Collections on these delinquencies are used for the
associated debt service requirements.
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G. Accounts Receivable

Accounts receivables are presented net of allowances. The amount of the General Fund allowance as of December 31, 2007
is $1,990,000.

H. Unbilled Services

Unbilled water and sewer services at year end are recognized as revenues and receivables in the accompanying financial
statements.

L. Special Assessments

Special assessments consist of capital projects constructed through non-special assessment debt. In governmental fund
financial statements, special assessments are recorded as receivables and deferred revenues when the related capital outlays
are made and are recorded as revenues when due and payable. In the government-wide financial statements, special
assessments are recorded as receivables and capital contribution revenue when the capital outlays are made. All special
assessments are due when billed and may be paid on an installment basis with interest. Special assessment receivables that
become delinquent are added to the general tax roll. The method of enforcing collections is the same as for general city taxes
with like force and effect.

J. Notes and Loan Receivables

The General Fund, the Special Revenue Fund - Community Development Block Grant, and Neighborhood Improvement
Development Corporation hold notes and loans receivable from individuals, small businesses and corporations in the
Milwaukee area that are secured by primary or secondary security interests in real estate or other assets. The City periodically
analyzes the collectibility of the notes and loans that are not insured and provides allowances as considered necessary. The
amount of the allowance in the nonmajor governmental fund is $8,542,000 as of December 31, 2007.

The City creates tax incremental districts (TID) to issue debt to fund redevelopment projects. Pursuant to a cooperation
agreement between the City, the Redevelopment Authority of the City of Milwaukee (Authority), and the Milwaukee Economic
Development Corporation (Corporation), the City provides the Authority and the Corporation with the funds necessary to carry
out the loan to a private developer to finance the redevelopment projects. Loan repayments to the Authority and the
Corporation from the private developer, including interest income as well as other project income, are transferred to the City
until the City’s loan has been repaid or the TID expires. The City reflects these loans as notes receivable and deferred
revenue in governmental fund financial statements based on an amount estimated to be repaid from the Authority and the
Corporation.

K. Inventories

Inventories of materials and supplies are stated at moving average cost, based upon perpetual recordkeeping systems and
periodic cycle counts of quantities on hand. Inventories of governmental funds are recorded as expenditures when consumed
rather than when purchased. Inventories in governmental funds are reserved for in fund balance, because inventories are not
expendable available financial resources.

L. Prepaid Items

Cash payments benefiting future periods have been recorded as prepaid items. They will be reflected as expenditures or
expenses when incurred in the subsequent year. Prepaid items in governmental funds are reserved for in fund balance,
because prepaids are not expendable available financial resources.

M. Capital Assets

Capital assets, which includes property, plant, and equipment, and infrastructure, are reported at cost or estimated historical
cost. Contributed assets are reported at estimated fair value at the time received. General infrastructure assets, such as
roads, bridges, curbs, gutters, streets, sidewalks and drainage and lighting systems, acquired prior to January 1, 2002 are
reported at estimated historical cost using deflated replacement cost. Capital assets are depreciated using the straight-line
method. The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset’s
lives are not capitalized.
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Major capital outlays for capital assets of business-type activities are included as part of the capitalized value of the assets
constructed. Interest expenses incurred during construction were not capitalized as part of the additions to capital assets.

Capitalization thresholds and the estimated useful lives for the City and component units are as follows:

Capitalization Estimated

Capital Asset Category Threshold Useful Life

Infrastructure $ 5,000 5-50 years
Land 5,000 N/A
Land Improvements 5,000 N/A
Site Improvements 5,000 3-50
Buildings 5,000 10-60
Building Improvements 5,000 10-45
Machinery and equipment 5,000 3-25
Works of Art, Historical Treasures 5,000 N/A

N. Pension Contributions

The employer’s share of the annual contribution is recorded in the proprietary funds and government-wide financial statements
as an expense when the liability is incurred and in the governmental funds as an expenditure when the liability is liquidated with
expendable available financial resources.

0. Compensated Absences

The liability for compensated absences reported in the government-wide, proprietary and fiduciary fund financial statements
consists of unpaid, accumulated vacation and sick leave balances. The liability has been calculated using the vesting method,
in which leave amounts for both employees who currently are eligible to receive termination payments and other employees
who are expected to become eligible in the future to receive such payments upon termination are included. The liability has
been calculated based on the employees’ current salary level and include salary related costs (e.g. social security and
Medicare tax). A liability for these amounts is reported in governmental funds only if they have matured, for example, as a
result of employee resignations and retirements.

City employees accrue sick leave in accordance with labor agreements or Section 350-37 of the Code of Ordinances.
P. Claims and Judgments

The liability for claims and judgments is reported in the government-wide, proprietary and fiduciary fund financial statements
when they are both probable and estimable. A liability for claims and judgments is reported in governmental funds only if they
have matured (i.e. are due). The City accrues environmental remediation obligations when related liabilities are probable and
reasonably estimable. These accruals generally are recognized no later than completion of a remedial feasibility study and are
adjusted as further information develops or circumstances change. Costs of future expenditures for environmental remediation
obligations are not discounted to their present value.

Q. Bond Premiums, Discounts, and Issuance Costs

In the government-wide and proprietary fund financial statements, bond premiums and discounts, as well as issuance costs
are deferred and amortized over the life of the bonds using the effective interest method. Bonds payable are reported net of
the applicable bond premium or discount. Bond issuance costs are reported as deferred charges and amortized over the term
of the related debt.
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In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance
costs, during the current period. The face amount of debt issued is reported as other financing sources. Premiums on debt
issuance are reported as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.
The City records bond premiums for governmental fund types in the General Obligation Debt Service Fund.

R. Advance Refundings of Debt

In the government-wide and proprietary fund financial statements, gains and losses from advance refundings of debt resulting
in defeasance are deferred and amortized as a component of interest expense over the shorter of the remaining life of the old
debt or the life of the new debt using the effective interest method. Bonds payable are reported net of the applicable deferred
amount.

S. Fund Balances

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not available for
appropriation or are legally restricted by outside parties for specific purposes.

T. Net Assets
In the government-wide and proprietary fund financial statements, equity is displayed in three components as follows:

Invested in Capital Assets, Net of Related Debt — This consists of capital assets, net of accumulated depreciation, less
the outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets.

Restricted — This consists of net assets that are legally restricted by outside parties or by law through constitutional
provisions or enabling legislation. When both restricted and unrestricted resources are available for use, generally it is the
City’s policy to use restricted resources first, then unrestricted resources when they are needed.

Unrestricted — This consists of net assets that do not meet the definition of “restricted” or ‘invested in capital assets, net of
related debt.”

u. Interfund Transactions
The City has the following types of interfund transactions:

Loans - amounts provided with a requirement for repayment. Interfund loans are reported as interfund receivables (i.e.
due from other funds) in lender funds and interfund payables (i.e. due to other funds) in borrower funds. The noncurrent
portions of long-term interfund loans receivable are reported as advances.

Services provided and used - sales and purchases of goods and services between funds for a price approximating their
external exchange value. Interfund services provided and used are reported as revenues in seller funds and expenditures
or expenses in purchaser funds. Unpaid amounts are reported as interfund receivables and payables in the fund balance
sheets or fund statements of net assets.

Reimbursements - repayments from the funds responsible for particular expenditures or expenses to the funds that
initially paid for them. Reimbursement is reported as expenditures in the reimbursing fund and as a reduction of
expenditures in the reimbursed fund.

Transfers - flows of assets (such as cash or goods) without equivalent flows of assets in return, including payments in lieu
of taxes, and without a requirement for repayment. In governmental funds, transfers are reported as other financing uses
in the funds making transfers and as other financing sources in the funds receiving transfers. In proprietary funds,
transfers are reported after nonoperating revenues and expenses.
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V. Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

W. New Accounting Pronouncements

The City implemented Governmental Accounting Standards Board (GASB) Statement No. 45, Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions (OPEB) during the year ended December 31, 2007. This
statement establishes uniform financial reporting standards for other post employment benefits. This standard was
implemented prospectively. As a result, there was no effect to the beginning net assets (as of January 1, 2007) in the
government wide or proprietary fund financial statements for the net OPEB obligation.

The City implemented Governmental Accounting Standards Board (GASB) issued Statement No. 48, Sales and Pledges of
Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future Revenues during the year ended December
31, 2007. This Statement establishes criteria that governments will use to ascertain whether the proceeds received should be
reported as revenue or as a liability. This Statement includes a provision that stipulates that governments should not revalue
assets that are transferred between financial reporting entity components. This Statement also includes guidance to be used
for recognizing other assets and liabilities arising from a sale of specific receivables or future revenues, including residual
interests and recourse provisions. There was no effect to the City’s financial statements as a result of implementing this
standard.

In November 2006, the Governmental Accounting Standards Board (GASB) issued Statement No. 49, Accounting and
Financial Reporting for Pollution Remediation Obligations. This Statement addresses accounting and financial reporting
standards for pollution (including contamination) remediation obligations, which are obligations to address the current or
potential detrimental effects of existing pollution by participating in pollution remediation activities such as site assessments
and cleanups. The City will implement Statement No. 49 beginning with the year ending December 31, 2008.

X. Reclassifications

Certain 2006 amounts have been reclassified to conform with the 2007 presentation.

69



CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

2. Deposits and Investments

A. Primary Government

The description of the city’s deposit and investment policy is discussed in Note 1 D and E.

As of December 31, 2007, the City’s deposits and investments are as follows:

Governmental and Business-type activities:
Investment type
Pooled Deposits and Investments ...........ccccccvvvvenes
Segregated Deposits and Investments

Interest Checking ......c.coooviiiiiiiiiiiieiee e,

Wisconsin Local Government

Investment Pool
U.S. Treasuries .................
Treasuries (Fiscal Agent) .......ccccoceviiiiiiiiiciniieee

Fiduciary activities:
Investment type
Investments in the Pool ....................cc
Other DepositS .......ccocvvviiieiiiiiiee e
Segregated Deposits and Investments

Wisconsin Local Government

Investment POOl ........ccccciiiiiiiiiiiiiieeieeeeeeeee
U.S. Treasurie€S ......ccccceveeeiiiiiieeee e

Pooled Deposits and Investments

The City maintains a cash and investment pool (Pool) that is available for use by all the funds, except for Debt Service Funds,
Water Works Enterprise Fund, and component entities. Each fund’s share of pooled cash and investments is included in the

Investment Maturities (in Years)

(Thousands of Dollars)

Fair Less

Value than 1 1-5 6-10
$ 160,627 $ 154,626 $ 6,001 -
21,936 21,936 - -
100,009 100,009 - -
8,692 3,162 5,083 447
8,447 8,447 - -
$ 299,711 $ 288,180 $ 11,084 447
$ 276,429 $ 276,429 $ - -
348 348 - -
117 117 - -
3,247 418 1,528 1,301
$ 280,141 $ 277,312 $ 1,528 1,301

cash and cash equivalents line on the Statement of Net Assets/Balance Sheet.

Credit
Rating
see below
not rated
not rated

AAA
AAA

see below
not rated

not rated
AAA
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As of December 31, 2007, the City had the following investments and maturities in the Pool:

Investment Maturities (in Years)

(Thousands of Dollars)
Fair Less Credit
Value than 1 1-5 6-10 Rating
Pooled Deposits and Investments
Bank Demand Deposits ........cccccoevriveiieiieeiieeiiee $ 51,469 $ 51,469 $ - $ - not rated
Other DepOoSItS  ....coieiiiiiiiiiieeiiiiiee e 1,237 1,237 - - not rated
Deposits and Investments
Interest Checking .......ooociiiiiiiiiiii e 352,958 352,958 - - not rated
Wisconsin Local Government
Investment Pool ........ccooeiiiiiiiiiie e 4,788 4,788 - - not rated
Government Money Market ...........cccoeiiiiiinnen. 105 105 - - AAA
Certificates of Deposits .........ccccoviiiiiiiciniicennn. 17,500 17,500 - - not rated
U.S. Agency Securities
Federal Farm Credit Bank ..........cccccceviiieinnenn. - - - - AAA
Federal Home Loan Bank ..............ccoceeeiiiiennnn. 3,999 1,998 2,001 - AAA
Freddie Mac ......ccccceviiiiiiiiiiiiiceecee 3,000 - 3,000 - AAA
Federal National Mortgage Association 2,000 1,000 1,000 - AAA

$ 437,056 $ 431,055 $ 6,001 $ -

Custodial Credit Risk — Deposits

Custodial credit risk for deposits is the risk that in the event of a financial institution failure, the City’s deposits may not be
returned. Per Common Council the City Treasurer shall require collateralization of certificates of time deposit (including
interest checking) at financial institutions when the total amount of such certificates of deposit with any institution exceeds the
combined insured limit of $500,000. As of December 31, 2007, the City’s bank balances of $291,000 were subject to custodial
credit risk as they were neither insured nor collateralized.

Interest Rate Risk

Interest rate risk is the risk that the fair value of the City’s investments will decrease as a result of an increase in interest rates.
The City’s investment policy does not explicitly limit investment maturities. However, the City manages its exposure to interest
risk based on the anticipated cash flow needs of the City and limiting the amount of pooled investments to $60,000,000 with
maturities greater than one year.

Credit risk

Credit risk is the risk that the City will not recover its investments due to the ability of the counterparty to fulfill its obligations.
Wisconsin Statutes expressly limit the City to invest in certain allowable investments as listed in Note 1. E. The City’s
investment policy generally does not further limit its investment choices.

B. Component Units

Deposits and Investments

Deposits in each local and area bank are insured by the FDIC in the amount of $100,000 for interest bearing accounts and
$100,000 for noninterest bearing accounts. An additional $400,000 is covered by the State Deposit Guarantee Fund.

Interest Rate Risk

Interest rate risk is the risk that the fair value of the Component Unit investments are exposed to losses as a result of
increases in interest rates.
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Credit Risk
Credit risk is the risk that an issuer or other counter party to an investment will not fulfill its obligation.
The component units have the following investments on December 31, 2007:

Investment Maturities (in Years)

(Thousands of Dollars)
Fair Less 15 and Credit
value than 1 1-2 10-15 greater Rating
Component Units:
Local Government Investment Pool $ 28492 § 28,492 - - - not rated
US Treasury Money Market Fund 8,996 8,996 - - - Aaa
US. Treasury Bond - - - - - Aaa
US Treasury Note - - - - - Aaa
US Agencies
Government National Mortgage Association 1,063 - 1,063 Aaa
Certificates of Deposit 300 300 - - - N/A
$ 38851 § 37,788 $ - $§ 1063 $ -

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a financial institution failure, the Component Units deposits may not be
returned.

As of December 31, 2006 Component Units bank balances exposed to Custodial Credit Risk is as follows:
Uninsured and

Bank Balance Uncollateralized
Housing Authority $11,631,019 $ 11,031,019
Redevelopment Authority 5,264,282 4,758,537
Milwaukee Economic Development Corporation 3,250,681 2,483,188
Neighborhood Improvement Development Corporation 1,902,390 1,016,825

For an investment, custodial credit risk is the risk that in the event of the failure of the counterparty the component unit will not
be able to recover the value of its investments or collateral securities that are in the possession of an outside party.

As of December 31, 2007, the Housing Authority had investments of $1,063,000 exposed to custodial credit risk as neither
insured nor registered and held by the counterparty. The Redevelopment Authority had $8,997,000 of investments exposed to
custodial credit risk as uninsured and uncollaterialized as of December 31, 2007.

3. PROPERTY TAXES

The City’s property taxes are levied on or before December 31, on the assessed (taxable) value as of the prior January 1, for
all general property located in the City. Taxes become a lien against the property upon filing the roll in the Office of the City
Clerk. This generally takes place in December. The taxes are due January 31, but may be paid in ten monthly installments
without interest from January through October. Foreclosure can be commenced after one year from date of delinquency.

The City purchases property taxes receivable from other taxing authorities at the unpaid amounts to facilitate the collection of
the taxes. The purchases are a financing arrangement and are not included in property tax revenues. Also, delinquent water
and sewer charges and special assessment receivables are transferred to the General Fund at the unpaid amounts.
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At December 31, 2007, delinquent property taxes include delinquent sewer and water charges and special assessments by
year levied, tax deeded property, and allowance for uncollectible taxes. These delinquent property taxes are reported as part of
taxes receivable in the General Fund and Special Revenue Fund - Delinquent Tax and consist of the following:

2003

Total delinquent property taxes receivable

Property taxes receivable on foreclosed property ..........cccccccceuee.

Less: Allowance for uncollectible taxes

Net delinquent property taxes receivable, including tax deeded property

Purchased

City Taxes
Levy Receivable Total

(Thousands of Dollars)

$ 1,033 $ 1,522 $ 2,555
312 483 795
703 1,103 1,806
1,619 2,523 4,142
7,803 13,271 21,074
$ 11,470 $ 18,902 30,372
13,948
(15,743)
$ 28,577
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4. CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2007 was as follows:

Balance Balance
01-01-07 Additions Deletions 12-31-07
Governmental activities (Thousands of Dollars)
Capital assets not being depreciated:
Land o $ 164,425 $ 223 $ 879 $ 163,769
Construction in Progress  .......ccocvvveevieeeiiieeeniee e 75,228 38,780 7,651 106,357
Total capital assets not being depreciated ........... 239,653 39,003 8,530 270,126
Capital assets being depreciated:
BUIldiNgS oo 191,225 3,400 488 194,137
INfrastructure. ... 1,316,526 22,529 1,710 1,337,345
Improvements other than buildings ............c.cccccee. 11,036 184 22 11,198
Machinery and equipment ..........cccociiiiiiiiicenn. 138,418 16,071 8,830 145,659
Total capital assets being depreciated ................. 1,657,205 42,184 11,050 1,688,339
Less accumulated depreciation for:
BUildings oo 67,374 4,406 399 71,381
Infrastructure ........cococoiiiiii e 826,126 30,617 1,710 855,033
Improvements other than buildings 7,135 304 12 7,427
Machinery and equipment ................. 81,052 10,268 8,639 82,681
Total accumulated depreciation ..................... 981,687 45,595 10,760 1,016,522
Total capital assets being depreciated, net .... 675,518 (3,411) 290 671,817
Government activity capital assets, net .............. $ 915,171 $ 35,592 $ 8,820 $ 941,943
Depreciation expense for governmental activities
was charged to functions as follows:
General government ...........ccocceeiiiiiiiieeee e $ 362
Public safety .......cooeiiiiiii 6,337
Public works 37,909
Health ..o 155
Culture and recreation ...........cccceveiiiiiiiiiinennns 832
Total o $ 45,595
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Balance
01-01-07 Additions Deletions
Business-type activities (Thousands of Dollars)
Waterworks
Capital assets not being depreciated:
Land oo $ 1,568 $ - $ -
Construction in Progress ........cocvveeveieinieeencieeeee 9,145 28,707 25,603
Total capital assets not being depreciated ........... 10,713 28,707 25,603
Capital assets being depreciated:
BUIIAINGS oo 20,693 621 22
Infrastructure ..........ccccceeee 306,507 12,372 740
Machinery and equipment 201,262 3,262 3,342
Nonutility property ..o 5,317 - -
Total capital assets being depreciated ................. 533,779 16,255 4,104
Less accumulated depreciation for:
BUIlAINGS  +eeeeeeee e 13,546 665 223
Infrastructure ... 73,155 3,519 727
Machinery and equipment 84,246 8,781 3,239
Nonutility property .........coceviieiiiiiiiiceiieeees 2,831 95 -
Total accumulated depreciation ..................... 173,778 13,060 4,189
Total capital assets being depreciated, net .... 360,001 3,195 (85)
Waterworks capital assets, net ...................... 370,714 31,902 25,518
Sewer Maintenance
Capital assets not being depreciated:
Construction in progress .........cccceeeeeiiiieeeeeeeiieeenn. 29,925 16,897 10,022
Total capital assets not being depreciated ........... 29,925 16,897 10,022
Capital assets being depreciated:
Infrastructure ..., 331,592 14,885 95
Machinery and equipment ..........ccooiiiiiiin 3,505 755 -
Furniture and furnishings .........ccccooiiiiniiie. 22 - -
Total capital assets being depreciated ................. 335,119 15,640 95
Less accumulated depreciation for:
Infrastructure ... 97,132 3,765 95
Machinery and equipment ..........cccocoeiiiiiinnen. 1,277 320 -
Furniture and furnishings ...........ccccooiiin 21 1 -
Total accumulated depreciation ..................... 98,430 4,086 95
Total capital assets being depreciated, net .... 236,689 11,554 -
Sewer maintenance capital assets, net ......... 266,614 28,451 10,022

Balance
12-31-07

$ 1,568

12,249

13,817

21,292
318,139
201,182

5,317

545,930

13,988
75,947
89,788

2,926
182,649
363,281

377,098

36,800

36,800

346,382
4,260

22

350,664

100,802
1,597

22
102,421
248,243

285,043
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Balance Balance
01-01-07 Additions Deletions 12-31-07
(Thousands of Dollars)
Parking
Capital assets not being depreciated:
Land oo $ 8,562 $ - $ 122 $ 8,440
Construction in Progress  .......cccocoeveiiieeeiieeenieeeeee 1,795 1,996 141 3,650
Total capital assets not being depreciated ........... 10,357 1,996 263 12,090

Capital assets being depreciated:

BUIldINGS e 50,505 140 - 50,645
Improvements other than buildings ............c.cccceee. 5,498 - 69 5,429
Machinery and equipment ..........cccoiiiiiiiiiicenen. 1,388 129 21 1,496

Total capital assets being depreciated ................. 57,391 269 90 57,570

Less accumulated depreciation for:

BUildings ...ooociiiee e 24,187 2,047 - 26,234
Improvements other than buildings ................... 3,093 226 67 3,252
Machinery and equipment ... 531 206 6 731
Total accumulated depreciation ..................... 27,811 2,479 73 30,217
Total capital assets being depreciated, net ... 29,580 (2,210) 17 27,353
Parking capital assets, net ..........cccocciiiiiiens 39,937 (214) 280 39,443

Other business-type activities:

Capital assets not being depreciated:

Land oo 8,179 - 2,072 6,107
Construction in Progress  ........cocceveeieeeinieeeiieeeaee - - - -

Total capital assets not being depreciated ........... 8,179 - 2,072 6,107

Capital assets being depreciated:

BUIldINGS v 13,063 - - 13,063
Improvements other than buildings 19,685 2,246 60 21,871
Machinery and equipment .........cccooiiiiiiiii, 4,760 16 - 4,776
Furniture and Furnishings ........ccccovieiiiiiiiinecene 48 7 - 55
Total capital assets being depreciated ................. 37,556 2,269 60 39,765
Less accumulated depreciation for:
BUIldiNgS  ..oeeieieie e 6,139 246 - 6,385
Improvements other than buildings ................... 13,905 1,945 60 15,790
Machinery and equipment 3,706 189 - 3,895
Furniture and furnishings 41 5 - 46
Total accumulated depreciation ..................... 23,791 2,385 60 26,116
Total capital assets being depreciated, net ... 13,765 (116) - 13,649
Other business-type activities, net ................. 21,944 (116) 2,072 19,756

Busines-type activity capital assets, net ............. $ 699,209 $ 60,023 $ 37,892 $ 721,340
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Component Units
Capital assets not being depreciated:

Land oo
Construction in Progress

Total capital assets not being depreciated

Capital assets being depreciated:
Buildings
Improvements other than buildings
Machinery and equipment

Total capital assets being depreciated

Less accumulated depreciation for:
Buildings
Improvements other than buildings
Machinery and equipment

Total accumulated depreciation

Total capital assets being depreciated, net

Component units capital assets, net

5. DEFERRED REVENUE

Deferred revenue is recorded in the governmental funds for amounts not yet available and for resources received prior to being
earned by the City. Related revenue is recognized when these amounts become available or when earned. The composition

Balance Balance
01-01-07 Additions Deletions 12-31-07
(Thousands of Dollars)
$ 58,399 $ 36 $ 470 $ 57,965
...................................... 18,251 34,654 3,700 49,205
........ 76,650 34,690 4,170 107,170
426,311 3,681 6,009 423,983
599 - - 599
4177 111 50 4,238
.............. 431,087 3,792 6,059 428,820
207,953 14,355 4,647 217,661
................ 108 20 - 128
.............................. 3,660 108 40 3,728
.................. 211,721 14,483 4,687 221,517
219,366 (10,691) 1,372 207,303
................ $ 296,016 $ 23,999 $ 5,542 $ 314,473

of the deferred revenue balances in the governmental funds is as follows:

Current property taxes
Delinquent property taxes
Unearned revenUe .........cccceeeeviiiiiieieeeeiiiieeeeee
Long-term receivables
Unbilled special assessments

General
Obligation Nonmajor
Debt Capital Governmental
General Service Projects Funds Total
(Thousands of Dollars)
$ 149,263 $ 93,257 $ 8276 $ - $ 250,796
6,103 - - 1,541 7,644
1,875 - 4,862 7,369 14,106
- 28,797 - - 28,797
- - 10,120 - 10,120
$ 157,241 $ 122,054 $ 23,258 $ 8,910 $ 311,463
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6. SHORT-TERM DEBT

During 2007, the City issued $66,000,000 of General Obligation Cash Flow Promissory Notes, Series 2007 R2 (G.O. CFNs).
The G.O. CFNs were issued for the purpose of financing the City’s operating budget on an interim basis pending receipt of
State of Wisconsin shared revenue payments due in November, 2007.

As of December 31, 20086, the City had outstanding $175,000,000 of short-term Revenue Anticipation Notes (RANs) on behalf
of Milwaukee Public Schools. In 2007, the City repaid the outstanding balance and issued $188,000,000 short-term RANs for
the same purpose. The new notes bear interest at the rate of 4.5% and will mature on September 4, 2008. The liability and
related receivable to repay the revenue anticipation notes are recorded in the Debt Service Fund.
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7. LONG-TERM OBLIGATIONS

A. Changes in Long-Term Obligations

Changes in long-term obligations for the year ended December 31, 2007 were as follows:

Amounts
Balance Balance Due within
01-01-07 Additions Deductions 12-31-07 One Year
(Thousands of Dollars)
Governmental activities:
General obligation bonds and notes
Y e $ 614,198 $ 102,328 $ 140,626 $ 575,900 $ 73,077
Milwaukee Public SChoolS .........cccceiiiiiiiiiiicicee 104,355 600 11,451 93,504 11,131
Deferred amount on refundings ........ccccoeiiiiiiiiiiiiiie e (7,731) - (1,278) (6,453) -
Unamortized premiums ......ccceeiiieiiiiiiieeeeeeee e 30,058 2,129 6,412 25,775 -
Compensated absences 35,546 - 4,762 30,784 1,739
Net other postemployment benefits obligation ........................ - 64,560 27,683 36,877 -
Claims and judgments ..........cccceeiirriienie e 24,991 8,327 10,710 22,608 4,901
Total governmental activities .........cccoceeveriiieieieseee. $ 801,417 $ 177,944 $ 200,366 $ 778,995 $ 90,848
Business-type activities
Water Works
General obligation bonds and notes ..........cccccceevvevieeieennen. $ 23,258 $ - $ 3,362 $ 19,896 $ 2,845
Deferred amount on refundings ........ccccoveiiiiiiiiieeiiiices (695) - (176) (519) -
Unamortized premiums .......oociiiieiiiiiiiiee e 1,139 - 197 942 -
Revenue bonds ........cooiiiiiiii 12,075 - 869 11,206 891
Compensated absences ........cccccooiiiiiiiiiiiiiiie e 1,034 69 78 1,025 1,025
Net other postemployment benefits obligation ..................... - 1,815 1,025 790 -
Total Water Works .......oocveiieiiiiiieiiec e 36,811 1,884 5,355 33,340 4,761
Sewer Maintenance
General obligation bonds and notes ...........ccccceiviieniinenns 33,990 11,825 22,180 23,635 19,701
State LOANS ... - 14,369 - 14,369 564
Revenue bonds ........ooociiiiiiiii 56,075 - 2,570 53,505 2,650
Unamortized premiums ........cccceeeieiiiiiiieeeeeniiies 2,214 70 297 1,987 -
Net other postemployment benefits obligation - 630 356 274 -
Total sewer maintenance ..........ccccooovvviieeeieeeiiiiiieeeeees 92,279 26,894 25,403 93,770 22,915
Parking
General obligation bonds and notes ...........cccceeiiiieiiinenns 12,748 1,065 2,080 11,733 2,218
Deferred amount on refundings ........ccccocoeiiiiiiiiiiiiin s (233) - (40) (193) -
Unamortized premiums ........ccccoveeeiiiiiieneeeens 313 - 56 257 -
Net other postemployment benefits obligation - 492 278 214 -
Total Parking .....oooviiiiecc e 12,828 1,657 2,374 12,011 2,218
Other Enterprise Funds
General obligation bonds and notes ...........cccccoeviiiiieeeens 4,140 12 480 3,672 483
Deferred amount on refundings (55) - (10) (45) -
Unamortized premiums .........coooviiiieieiiiieeieeeree e 77 14 63 -
Net other postemployment benefits obligation ..................... - 103 58 45 -
Total Other Enterprise ......oocoeeeieiiiieeee e 4,162 115 542 3,735 483
Total business-type activities ...........ccccceveevieriiierieieenens $ 146,080 $ 30,450 $ 33,674 $ 142,856 $ 30,377
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Compensated absences have been liquidated by the applicable governmental funds that account for the salaries and wages of
the related employees. Claims and judgments typically have been liquidated from the special purpose damages and claims
account in the general fund.

Amounts
Balance New Balance Due within
01-01-07 Issues Repayments 12-31-07  One Year
(Thousands of Dollars)

Component Units
REVENUE DONAS ...t $ 111,701 $ 2524 $ 3,088 $ 111,137 $ 11,465
Unamortized discounts (118) - (8) (110) -
Notes payable ... 27,769 4,986 7,013 25,742 100
Advance from other organizations ... 300 - 300 - -
Compensted absences .............cccooceee 273 492 - 765 230
Net other postemployment benefits - 500 - 500 -
Total component UNItS .........ccovveuieeeeieieieeeeereee e $ 139,925 $ 8,502 $ 10,393 $ 138,034 $ 11,795

B. General Obligation Bonds

The City issues general obligation bonds to provide funds for the acquisition and construction of major capital facilities for the
City and for Milwaukee Public Schools. General obligation bonds have been issued for both governmental and business-type
activities. General obligation bonds are secured by the full faith and unlimited taxing power of the City. The debt for
governmental activities will be retired by future property tax levies and other resources accumulated in the Debt Service Funds.
The debt for business-type activities (i.e. Water Works, Parking, and Port of Milwaukee Enterprise Funds) will be retired by
revenues from those operations or, if the revenues are not sufficient, by future tax levies. During the year ended December
31, 2007, general obligation bonds totaling $5,976,000 were issued to finance capital improvements.

Use of Public Debt Amortization Fund for retirement of the public debt is governed by the Wisconsin Statutes. The Statutes
provide that when total principal and accrued interest in the Public Debt Amortization Fund is substantially equal to the
outstanding general obligation bonds and notes, the resources in the fund shall be applied to make annual interest and
principal payments on that debt to maturity. The Statutes provide, in part, that “The Public Debt Commission may, however, at
any time, apply the fund, not to exceed in any one year 40 percent of the balance in said fund on the preceding = December
31, to acquire for cancellation general obligation bonds or notes prior to their maturity dates at prices not to exceed principal
plus accrued interest to date of maturity, but the fund shall not be decreased below $2,000,000 as a result of such purchases
and cancellations.” Principal sources of revenue are one-third of all interest on general City investments and interest on Fund
investments. As authorized by the Statutes, the Public Debt Amortization Fund may purchase for investment or for
cancellation, notes issued by the General Fund to fund operations. Prior to 2007, the City financed projects by issuing Bonds
and Notes to other funds using the Public Debt Amortization funds per the Wisconsin Statutes. For legal purposes these are
debt obligations of the City but for GAAP purposes are considered transfers and or receivables. On December 31, 2007, the
total amount of these bonds and notes is $23,021,000.

Through 2007, $131,027,000 has been borrowed and outstanding for forty-eight tax incremental districts (TID). Total debt
service requirements associated with these debt issues amounts to $180,373,000. Tax increments received through 2007
total $153,552,796. In any year in which TID debt service requirements for the ensuing year are greater than total tax
increments received, the shortfall is funded by the property tax levy.

Under the Wisconsin Statutes, the City is required, if requested by the Board of Milwaukee Public Schools, and if approved by
referendum, to issue general obligation bonds to finance purchases of school sites and to construct or remodel school
buildings. No such bonds are currently outstanding. The $93,504,000 of Milwaukee Public School long-term debt outstanding
at December 31, 2007 consists of a portion of the City’s general obligation bonds and notes which has been designated for
school purposes. Under the Wisconsin Statutes, the City has title to the land and buildings of the Milwaukee Public Schools.
However, the City does not control the use of the assets or receive the proceeds upon disposition of the assets. At June 30,
2007, the historical costs of the land and buildings as reported by Milwaukee Public Schools was approximately $949,666,000.
These assets are excluded from the financial statements of the City.
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C. Revenue Bonds

The City issues revenue bonds to provide funds for water and sewer improvements. As such, they are not backed by the
general credit or taxing powers of the City. During 2007 the City received loans from the State for the Clean Water Fund
Program permitted under State Statutes to provide financial assistance for specific Sewer Maintenance Enterprise Fund
projects for a total of $14,369,000. The loans will be repaid from revenues of the Sewer Maintenance Enterprise Fund.

The component units issue revenue bonds to provide funds for capital construction and mortgage-backed securities. As such,
they are not backed by the general credit or taxing powers of the City.

D. Notes Payable
The City issues installment notes to provide funds for various public improvement projects, cashflow for the school district and

purchases of delinquent taxes. During the year ended December 31, 2007, installment loans totaling $30,952,000 were issued
to provide the school district cashflow, finance building projects and purchase 2006’s delinquent taxes.
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E. Debt Service Requirements

The maturities of the outstanding principal and related interest requirements are as follows:

Total
General Obligation Debt Revenue Bonds Payable Debt
Year Principal Interest Principal Interest Service
(Thousands of Dollars)
Governmental activities
2008 $ 84,208 $ 31,445 $ - $ - $ 115,653
2009 71,974 27,512 - - 99,486
2010 65,085 24,086 - - 89,171
2011 59,619 20,901 - - 80,520
2012 55,073 18,020 - - 73,093
2013-2017 214,439 53,481 - - 267,920
2018-2022 99,986 13,653 - - 113,639
2023-2027 19,020 736 - - 19,756
Total oo $ 669,404 $ 189,834 $ - $ - $ 859,238
Business-type activities
Water Works
2008 $ 2,845 $ 959 $ 891 $ 284 $ 4,979
2009 1,989 850 915 260 4,014
2010 2,492 753 939 236 4,420
2011 2,966 634 964 211 4,775
2012 2,492 494 989 185 4,160
2013-2017 7,067 807 5,351 513 13,738
2018-2020 45 3 1,157 15 1,220
Total oo $ 19,896 $ 4,500 $ 11,206 $ 1,704 $ 37,306
Sewer Maintenance
2008 $ 19,701 $ 974 $ 3214 $ 2,836 $ 26,725
268 176 3,318 2,721 6,483
270 164 3,432 2,594 6,460
271 153 3,547 2,456 6,427
273 141 3,672 2,305 6,391
1,467 514 20,723 8,846 31,550
1,385 173 23,218 3,592 28,368
- - 6,750 323 7,073
Total oo $ 23,635 $ 2,295 $ 67,874 $ 25,673 $ 119,477
Parking
2008 e $ 2,218 $ 554 $ - $ - $ 2,772
2009 i 1,640 451 - - 2,091
2010 i 1,237 379 - - 1,616
2011 ... 1,169 320 - - 1,489
2012 ... 1,012 263 - - 1,275
2013-2017 3,493 655 - - 4,148
2018-2022 964 96 - - 1,060

Total oo $ 11,733 $ 2,718 $ - $ - $ 14,451
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Total
General Obligation Debt Revenue Bonds Payable Debt
Year Principal Interest Principal Interest Service
(Thousands of Dollars)

Other Enterprise
2008 $ 483 $ 180 $ - $ - $ 663
2009 504 155 - - 659
2010 425 131 - - 556
2011 425 110 - - 535
2012 385 88 - - 473
2013-2017 1,226 186 - - 1,412
2018-2022 224 18 - - 242
Total oo $ 3,672 $ 868 $ - $ - $ 4540
$ 100 $ 885 $ 11,465 $ 4,046 $ 16,496
110 881 495 3,595 5,081
118 873 515 3,570 5,076
127 865 535 3,544 5,071
135 856 570 3,517 5,078
1,987 4,110 1,900 17,278 25,275
2,503 3,600 6,967 16,352 29,422
49 3,083 21,295 13,684 38,111
63 3,069 - 11,963 15,095
2,081 2,806 - 11,963 16,850
4,893 2,245 67,395 6,379 80,912
9,883 846 - - 10,729
59 50 - - 109
127 31 - - 158
$ 22,235 $ 24,200 $ 111,137 $ 95,891 $ 253,463

F. Debt Limit

Wisconsin Statutes limit direct general obligation borrowing in the amount equivalent to 7% of the equalized valuation of
taxable property. The Statutes further provide that within the 7% limitation, borrowing for school construction purposes may
not exceed 2% of the equalized valuation and borrowing for general city purposes may not exceed 5% of the equalized
valuation. At December 31, 2007 the City’s legal debt margin was $1,444,327,000. Of this amount, $604,540,000 was for
school purposes and $839,787,000 was for City purposes.

G. Refundings

In prior years, the City defeased certain general obligation bonds by placing the proceeds from new general obligation bonds in
an irrevocable trust to provide all future debt service payments on the bonds. Accordingly, the trust account assets and liability
for the defeased bonds are not included in the City’s financial statements. At December 31, 2007, $115,405,000 of bonds
outstanding are considered defeased, which includes debt defeased during the current year.

H. Conduit Debt

From time to time, the City, as well as the Housing Authority and the Redevelopment Authority, has issued revenue bonds in
order to provide financing to private sector entities for the purpose of acquiring, constructing, or rehabilitating housing units and
for retiring the existing debt associated with housing units. These obligations are primarily secured by mortgage or revenue
agreements on the associated projects and, together with the interest obligation, is payable solely by the developers from
leased rentals and other funds or revenues. In addition, these obligations do not constitute indebtedness of the City, as the
City has no responsibility for the debt beyond the resources provided by related leases or loans. Accordingly, the bonds are
not reported as liabilities in the accompanying financial statements. The aggregate amount of all revenue bonds outstanding
at December 31, 2007 is approximately $65,446,000 for the City and $549,000,000 for RACM.
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8. RETIREMENT PLANS
Pension Benefits

Plan Description - The City makes contributions to the Employes’ Retirement System of the City of Milwaukee (the “System”), a
cost-sharing multiple-employer defined benefit pension plan, on behalf of all eligible City employees. The System provides
retirement, disability, and death benefits to plan members and beneficiaries. The City Charter assigns the authority to
establish and amend benefit provisions. The System issues a publicly available financial report that includes financial
statements and required supplementary information for the System. That report may be obtained by writing to the Employes’
Retirement System of the City of Milwaukee, 200 East Wells Street, Room 610, Milwaukee, WI 53202.

Funding Policy - Plan members are required to contribute, or have contributed on their behalf, a percentage of their annual
earnable compensation equal to 5.5%, 7%, 7%, and 7% for general City employees, police officers, firefighters, and elected
officials, respectively. New hires who are not sworn police/fire must pay 1.6% of pensionable earnings for 8 years to fund the
cost of benefit escalators due to the Global Pension Settlement. The City is required to contribute the actuarially determined
amount. The City Charter assigns the authority to establish and amend contribution requirements. The City’s contributions to
the System for the years ending December 31, 2007, 2006, and 2005, were $23,330,000, $22,751,000, and $23,619,000,
respectively, equal to the required contributions on behalf of the plan members for each year.

Other Postemployment Benefits
The City provides other postemployment benefits (OPEB) to its retirees for health and life insurance.

Plan Description. The City provides a single-employer defined benefit healthcare plan and life insurance administered by both
the City and Milwaukee’s Employee Retirement System (MERS). The City provides medical insurance benefits for substantially
all retirees in accordance with terms set forth in labor contracts or by Common Council resolution. Retirees are eligible to
enroll in any of the group plans offered by the City. Aside from the Basic Plan, this includes a Health Maintenance
Organization (HMO) plan currently offered to active employees. The City provides full health insurance coverage to general
City employees who retire at age 55, but less than age 65, with 30 years of creditable service or age 60, but less than age 65,
with 15 years of creditable service until the age of 65. Management employees retiring beginning in 2004 at age 55, but less
than 65, pay a portion of health insurance the same as active management employees. In accordance with a “percentage
formula” as provided in labor agreements, the City provides between 65% and 100% of the cost of the Basic Plan coverage for
firefighters and police officers who retire with 25 years of creditable service and having attained at least the age of 52 but less
than 60. Upon reaching the age of 60 but prior to the age of 65, the City provides full health insurance coverage for firefighters
and police officers with single enrollment status. The City contribution for firefighters and police officers between the ages of
60 and 65 with family enroliment status is the greater of 100% of the cost of single enroliment in the Basic Plan or an amount
determined using the “percentage formula.” The “percentage formula” used to determine the City contribution in the labor
agreements is based on the amount of unused sick leave at retirement.

After attaining the age of 65 and having completed a minimum of 15 years of creditable service, all retirees are eligible to enroll
in a “subsidized plan” for medical insurance. Under this plan, the City contributes 25% of the base rate toward retirees enrolled
in the Basic Plan, while the retiree pays 75% of the base rate and 100% of the major medical rate. For those retirees enrolled
in an HMO, the City contributes a 25% subsidy of the applicable HMO premium.

In addition to medical insurance, the City allows its employees to continue life insurance coverage under the Group Life
Insurance Plan offered to active employees in accordance with Section 350-25 of the Code of Ordinances. The base amount
of coverage for general City employees is equal to the employee’s annual basic salary to the next higher thousand dollars.
The base amount of coverage for firefighters and police officers is equal to one and one-half the employee’s annual basic
salary to the next higher thousand dollars.

General City employees retiring at age 55 or older with 20 years of service or at age 60 regardless of years of service and
covered under the group life insurance plan at retirement are eligible to continue coverage at the level on the date prior to their
date of retirement. Firefighters and police officers retiring at age 52 or older with 20 years of service or at age 57 regardless of
years of service and covered under the group life insurance plan at retirement are eligible to continue coverage up to their
base amount of coverage on the date prior to their date of retirement. Prior to age 65, all retirees are required to pay the full
premium rates as established by the insurance carrier, less an adjustment for estimated dividends. The rates established are
group rates applied consistently to all employees, without regard to age or health. Upon reaching the age of 65, those retirees
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still part of the group life plan have their coverage reduced in accordance with the reduction schedule in effect on their last day
physically at work, with the City assuming all future premiums.

Funding Policy. The contribution of plan members and the City are established and may be amended by the City. The
required contribution for medical and life insurance for retirees is based on a pay-as-you-go financing. Medical benefits
provided through the basic health care plan are self-insured. For 2007, the City and plan members receiving benefits paid
approximately $28,100,000 and $1,300,000, respectively, toward medical and life insurance for retirees.

Annual OPEB Cost and Net OPEB Obligation. The City’s annual OPEB cost (expense) is calculated based on the annual
required contribution of the employer (ARC), an amount actuarially determined in accordance with the parameters of GASB
Statement No. 45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost
each year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years. The
following table shows the components of the City’s annual OPEB cost for the year, the amount actually contributed to the plan
(pay-as-you basis), and the changes in the City’s net OPEB obligation:

Annual Required contrilbution (ARC) ................ $ 67,600,000
Interest on Net OPEB Obligation ...................... -
Adjustment to ARC

Annual OPEB Cost 67,600,000
Contribution made 29,400,000
Increase in net OPEB Obligation ...................... 38,200,000
Net OPEB obligation - beginning of year .......... -
Net OPEB obligation - end of year .................... $ 38,200,000

The City annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB obligation for
2007 were as follows:

Annual Cost and Net OPEB Liability

Percentage of Net
Year Annual Annual OPEB OPEB
Ended OPEB Cost  Cost Contributed Obligation
12/31/2007 $ 67,600,000 43.5% $ 38,200,000

Funded Status and Funding Progress. As of January 1, 2007, the most recent actuarial valuation date, the actuarial accrued
liability for benefits was $806,300,000, and the actuarial value of assets was zero, resulting in an unfunded actuarial accrued
liability (UAAL) of $806,300,000. The covered payroll (annual payroll of active employees covered by the plan) was
$412,700,000 million and the ratio of the UAAL to the covered payroll was 195.4 percent.

Actuarial valuations of an ongoing plan involve estimates of value of reported amounts and assumptions about the probability
of occurrence of events far into the future. Examples include assumptions about future employment, mortality, and the
healthcare cost trend amounts determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations and new estimates are made
about the future.

Actuarial Methods and Assumptions. The retiree healthcare valuation was based on the projected unit credit (PUC) cost
method. The PUC method produces an explicit normal cost and actuarial accrued liability. The normal cost and actuarial
accrued liability are directly proportional to the employee’s service. That is, the normal cost equals the present value of future
benefits divided by projected service at retirement, and the actuarial accrued liability equals the present value of benefits
multiplied by the ratio of service at valuation date to projected service at retirement. Depending on the demographic
characteristics of the current group and new entrants in the future, this method could produce stable annual costs, in the
aggregate, when expressed as a percentage of pay.
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The OPEB valuation uses a discount rate assumption of 4.5 percent based on the City’s projected short-terms investment rate
of return. The healthcare cost trends rate is 10 percent initially, and reduced by decrements to the ultimate rate of 4.5 percent
after 10 years.

Terminal Leave Payments

Upon retirement, employees receive a portion of their unused sick leave as terminal leave, in accordance with labor contracts
and Section 350-38 of the Code of Ordinances. Firefighters whose normal hours of work exceed 40 hours per week receive
between $45 and $65 for each work shift equivalent of unused sick leave. Firefighters whose normal hours of work average 40
hours per week receive between $21 and $30 for each work shift equivalent of unused sick leave. Police officers receive
payment for up to 55 days of unused sick leave at base pay. Management pay plan employees are entitled to payment of 30%
of unused sick leave (maximum 960 hours) plus one-half of the sick leave days accumulated during the last twelve months of
service for up to six additional days for a total maximum of 42 days at the rate of pay at retirement. Substantially all remaining
City employees receive up to 30 days for unused sick leave as terminal leave, although some bargaining units receive slightly
different benefits in accordance with related labor agreements. In 2007, approximately $9,897,000 was paid for sick leave
from all funds. At December 31, 2007 accumulated sick leave earned but not taken totaled approximately $151,466,000
determined on the basis of current salary rates.

Terminal leave pay is funded on a pay-as-you-go basis and provided for in the salary budgets of the respective departments
annually. In 2007 terminal leave payments totaled $1,137,000 to employees retiring during the year. As of December 31,
2007, the City has accrued approximately $15,621,000 in the government-wide statements for future terminal leave payments.
This amount is included under the unfunded compensated absences of $30,784,000 with the remainder accrued vacation
leave of $15,163,000.

9. FUND EQUITY
Reserved for Tax Stabilization and Advances to Other Funds

The Reserved for Tax Stabilization, $62,704,000 at December 31, 2007, is governed by the City’'s Code of Ordinances. This
reserve includes an amount for advances of $14,032,000 from the general fund to the capital projects fund. The general fund
has advanced this amount to fund special assessment projects. The availability of the $14,032,000 for Tax Stabilization is
contingent upon future collection of the special assessments receivable. All General Fund appropriation balances not
encumbered or carried over are reserved for tax stabilization in subsequent years. The total amount that can be withdrawn
from the Reserved for Tax Stabilization in any one year is an amount that prevents an increase of more than three percent in
the City’s property tax rate, as defined, and is anticipated to be available as of April 15 of the year covered by the budget.
Such amount must be included in the adopted budget, which requires a majority affirmative vote of the Common Council.
Fund withdrawals not needed to stabilize the tax rate can be made for up to 50% of the available balance, but require a three-
fourths affirmative vote of the Common Council.

Fund deficit
The Capital Projects Fund had a deficit fund balance of $67,193 as of December 31, 2007 which is the result of expending

funds for construction in advance of issuing general obligation bonds. The City plans to eliminate the fund deficit through the
issuance of general obligation bonds in 2008.
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10. INTERFUND RECEIVABLE AND PAYABLE BALANCES AND NET TRANSFERS

The individual interfund receivable and payable balances at December 31, 2007, were as follows:

General Fund
General Obligation Debt
Capital Projects
Nonmajor Governmental Funds
Water Works
Sewer Maintenance
Nonmajor Enterprise Funds

Due To

Due From
Sewer Nonmajor
General Water Maintenance Enterprise
Fund Works Fund Funds Total
(Thousands of Dollars)

- $ 898 $ - $ - $ 898
2,718 3,804 - - 6,522
46,983 - - - 46,983
6,184 - - - 6,184
7,388 - 1,285 1,117 9,790
5,451 - - - 5,451
9,936 - - - 9,936
$ 78,660 $ 4,702 $ 1,285 $ 1,117 $ 85,764

Balances resulted from the timing differences between the dates that (1) interfund goods and services are provided or
reimbursable expenditures occur, (2) transactions are recorded in the accounting system, (3) payments between funds are
made, (4) and funds overdraw their share of pooled cash or when there are transactions between funds where one fund does

not participate in the City’s pooled cash.

Interfund transfers for the year ended December 31, 2007 were as follows:

Funds Transferred To
General Fund
Water Works

Parking
Parking

Fund Transferred From

General Obligation Debt
Nonmajor Governmental Funds

Nonmajor Enterprise Funds
Subtotal General Fund

General
General

Debt Service

Public Debt Amortization

Capital Projects

Nonmajor Governmental Funds
Sewer Maintenance

Parking

Subtotal Debt Service

Nonmajor Enterprise General Fund

General Obligation Debt

Subtotal Nonmajor Proprietary

Total Interfund Transfers

Amount

$ 6,568
6,345
7,767
1,028

15,800
3,053
40,561

66,000
2,076
10,230
2,502
14,560
9,000
518

104,886

3
680

683

$ 146,130

Purpose

Funding for debt payments
Subsidize uncollected property taxes
Payment in Lieu of taxes

Payment in Lieu of taxes

Subsidy for operations

Excess earnings of Port

Funding for cash flow debt
Funding for debt payments
Funding for debt payments

Tax Incremental District closeouts
Funding for debt payments
Subsidy for operations

Subsidy for operations

Subsidy for operations
Funding for debt payments
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Transfers are used to (1) move revenues from the fund that statute or budget requires collection from to the fund that statute or
budget required to expend them. (2) move receipts restricted to debt service from the funds collecting the receipts to the debt
service fund as debt service payments become due, and (3) use unrestricted revenues collected in the general fund to finance
various programs accounted for in other funds in accordance with budgetary authorizations.

1.

BALANCES BETWEEN THE CITY AND COMPONENT UNITS

Balances due to and due from component units as of December 31, 2007, consist of the following:

Component Unit Payable

Primary
Government's
Receivable
(Thousands of Dollars)

Due from HACM for reimbursable expenditues .............. $ 2,439
Due from HACM for payment in lieu of taxes  ................ 924
Due from RACM for loans issued to developers for
the purpose of renovations and improvements to
existing parcels of real estate ...........ccoccceviiiiiiicinn. 12,485
Due from RACM for reimbursable expenditures 7
Due from RACM fOr ... 32
Due from MEDC for tax incremental district loans 1,481
Due from NIDC for home and Community Development
BIOCK grants ......ooouiiiiiiii 135
Due from NIDC for reimbursements for expenditures ..... -
TOtaAl e aaaes $ 17,503
Primary
Government's
Component Unit Receivable Payable

Due to RACM Community Development Block grants and
HOME grants.........ccueiiiiiiiiiiic e
Due to RACM for project expenditures ...........cccceeeeenne
Due to MEDC Community Development
BIOCK Grants .......c.oooiiuiiiiiiiiiiie e

(Thousands of Dollars)

$ 85
158

25

$ 268
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

12. OPERATING LEASES

The City is the lessor for various properties under operating lease agreements expiring at various dates through 2008 and
beyond. Certain leases contain provisions for possible renewal at term of the lease.

Scheduled minimum lease payments for years ending December 31 are as follows:

Year Amount
(Thousands of Dollars)

2008 $ 3,286
2009 2,927
2010 3,188
2011 2,948
2012 2,958
2013-2017 13,702
2018-2022 9,033
2023-2027 2,906

2028 and beyond 8,026

Total $ 48,974

13. EXCESS OF EXPENDITURES OVER APPROPRIATIONS

For the year ended December 31, 2007 expenditures exceeded appropriations for services and salaries in the operations
division of the Department of Public Works within the General Fund by $4,232,000. The Council has approved the issuance of
general obligation debt to provide funding for these over-expenditures.

14. COMMITMENTS AND CONTINGENCIES
Claims and Other Legal Proceedings

The City is exposed to various risks of losses related to torts, theft of, damage to, and destruction of assets; errors and
omissions; injuries to employee or natural disaster. With certain exceptions, it is not the policy of the City to purchase
commercial insurance for the risks of losses to which it is exposed. Instead, the City believes it is more economical to manage
its risks internally and set aside funds as needed for reasonably estimated current claim settlements and unfavorable
judgments through annual appropriations and supplemental appropriations. Current settlements are paid from the General
Fund and recorded as expenditures when paid in the fund based statements. The liabilities are recorded in the government-
wide financial statement.

Under Wisconsin Statutes, the amount recoverable by any person for any damages, injuries or death in any action founded on
fact against the City, agencies, officials, officers or employees cannot exceed $50,000, with certain exceptions.

The City is self-insured for workers’ compensation, health insurance (basic plan), uninsured motorist motor vehicle coverage
for City employees, and general liability. Liabilities are reported when it is probable that a loss can be reasonable estimated.
These losses include an estimate of claims that have been incurred but not reported. Liabilities are based on the estimated
ultimate cost of settling the claims, including the effects of inflation and other economic and social factors. Claims are paid
from the General Fund and recorded as expenditures when paid in the fund based financial statements. The liabilities are
recorded in the government-wide statements.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

The liabilities recorded as long-term debt in the government-wide statements at December 31, 2007 are as follows:

General liability Claims ........ooiiiiiei $ 11,642,000
Workers' compensation claims ... 880,000
Unemployment claims 7,440,000
Health insurance claims 2,646,000
Changes in the balances of claim liabilities during the past two years are as follows:

2006 2007
Beginning of year liability ..........cccoooiiiiiiie e $ 25,665,000 $ 24,991,000
Current year claims and changes in estimates 8,977,000 8,327,000
Claim PAYMENES ..ot (9,651,000) (10,710,000)
End of year liability .........ccouiiiiiii e $ 24,991,000 $ 22,608,000

The Milwaukee Police Association (MPA) alleged that The Milwaukee Employes’ Retirement System (ERS) was prohibited by
City ordinance from spending more than $3 million to purchase and install a computer information system. It is estimates that
the total cost of ERS information system is approximately $25 million. The MPA suit was subsequently voluntarily dismissed in
2005 and a clone case was brought by the Milwaukee Police Supervisors Organization (MPSO). Another union, the
Association of Law Enforcement Allied Services Personnel (ALEASP) has joined the lawsuit as a plaintiff. The dispute in the
case is over the interpretation of the section of the City ordinance that transferred all administrative, operational, and
investment expenses for the City to ERS. Extensive discovery has commenced in the case.

On October 24, 2004, Frank Jude, Kirsten Antonissen, Katie Brown, and Lovell Harris attended a party in the city hosted by a
Milwaukee police officer and to which a number of other police officers had been invited. At some point, a number of the off-
duty officers became involved in an altercation with Mr. Jude. Jude claims that he was beaten for no reason and he did suffer
severe injuries. The off-duty officers claim that they became involved with Jude only after they suspected that he had stolen a
badge from one of them. They also claim that Jude resisted their efforts to obtain physical control of him. On-duty police were
also called to the scene and Jude claims that they, too, used excessive force on him and failed to stop the use of excessive
force by those off-duty officers who were striking Mr. Jude. In addition to issues concerning the cause of the altercation, its
actual participants, and its course, there is a substantial question of whether the off-duty officers involved in the matter were
acting within the scope of their employment. The four above cases have been consolidated and all proceedings had been
stayed pending the outcome of criminal trials. The county prosecutor charged three of the off-duty officers with crimes, but in
April 2006 two were found not guilty and the jury could not reach a final verdict as to one charge against the third. Federal
authorities indicted eight officers, with civil rights violations, and those cases, proceeded to trial in July 2007. Three of the
officers were found guilty and one was acquitted. The other four officers entered into plea agreements. Now that all criminal
trials have concluded, the court approved a one-year discovery period, with an extra 180 days for expert discovery. Dispositive
motions are due December 1, 2009.

Environmental Liabilities

The City is exposed to numerous environmental liabilities, the most significant of which relate to seven landfills. Two of the
seven landfills have been closed. Of the remaining four landfills that are no longer accepting waste, the Wisconsin Department
of Natural Resources has imposed closure requirements on the North College Avenue Site, which the City substantially closed
during 2000. The Hartung landfill, which is used exclusively for clean fill, is expected to be closed within three years. The City
has accrued $980,000 in the government-wide financial statement, as part of general liability claims, for landfill closure related
to the four sites. These amounts are based upon what it would cost to perform all closure activities in 2001. Actual costs may
be higher due to inflation, changes in technology, or changes in regulations.

GASB Statement No. 18 “Accounting for Municipal Solid Waste Landfill Closure and Postclosure Care Costs” establishes
requirements for disclosure of closure and postclosure requirements for all municipal solid waste landfills receiving solid waste
after October 9, 1991. The City’s landfills have not accepted waste of this type since 1976 and is therefore not required to
accrue for closure and postclosure care in accordance with GASB Statement No. 18.
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Construction Commitments

The governmental activities and the Water Works Fund (enterprise) have construction commitments of $45,788,000 and
$5,498,000, respectively, for various capital improvement projects at December 31, 2007.

Intergovernmental grants

Intergovernmental awards received by the City are subject to audit and adjustment by the funding agency or their
representatives. If grant revenues are received for expenditures, which are subsequently disallowed, the City may be required
to repay the revenues to the funding agency. In the opinion of management, liabilities resulting from such disallowed
expenditures, if any, will not be material to the accompanying financial statements at December 31, 2006.

15. SUBSEQUENT EVENTS

On February 8, 2008 the City issued $75,000,000 of Commercial Paper notes, 2008 Program Series C2, all of which mature
during 2008 with automatic rollovers at maturity to finance various public improvements.

On March 13, 2008, the City issued $90,000,000 of short-term revenue anticipation notes for the purpose of temporarily
financing the City’s operating budget until the receipt of State shared revenues. These notes mature on December 15, 2008
with interest.

On March 13, 2008, the City issued $6,925,000 of general obligation corporate purpose bonds for the purpose of financing
various public improvement projects of the City. These bonds mature on March 15 of each year beginning 2019 until 2023.
Interest is payable on March 15 and September 15 commencing March 15, 2019.

On March 13, 2008, the City issued $37,125,000 of general obligation short-term promissory notes for the purpose of financing
various public improvement projects of the City. The notes mature on March 15 of each year beginning 2009 until 2018.
Interest is payable on March 15 and September 15 commencing March 15, 2009.
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CITY OF MILWAUKEE Exhibit E-1
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)
Actual -
Budgeted Amounts Amounts Variance
Original Final Budgetary Positive
Budget Budget Basis (Negative)
Revenues:
Property taXeS ........ccocveeieeeeeeeeeeeeeeeeee e $ 143,598 $ 143,598 $137,253 $ (6,345)
Other taxes ...oovveeeeeeee e 3,498 3,498 5,311 1,813
Licenses and permitS ........ccccoevieeiiiiiiiiee e 11,776 11,776 13,704 1,928
Intergovernmental ..........cccccoeiiiiiiiii 273,032 273,043 272,539 (504)
Charges for SErViCeS ......cccoviiiiieieeiiiiiiie e e 73,613 73,807 76,496 2,689
Fines and forfeitsS ........oeeeeieiiiiiiieeee e 5,206 5,206 5,800 594
(O 1 1= S 14,014 14,049 18,883 4,834
Total REVENUES  ....evveeieeeieeeeeeeeeeeeeeeeeeeeeei 524,737 524,977 529,986 5,009
Expenditures:
Current:
General government .........ccceoeiiiiieeeeeiiiee e 206,646 207,931 201,021 6,910
Public safety .......ccooiiiiieee e 248,957 257,219 257,137 82
PUublic WOrKS ... 87,888 89,885 93,956 (4,071)
Health ... 10,329 10,359 10,359 -
Culture and recreation .........ccccceeeeeiiiiiiiiiiiiiiieeeeeees 17,447 17,791 17,548 243
Conservation and development ..............cccoooeieeee. 3,222 3,320 3,279 41
Total Expenditures ........cccoceeiiiiiiiiieeicciiiiee e 574,489 586,505 583,300 3,205
Deficiency of Revenues over Expenditures ......... (49,752) (61,528) (53,314) 8,214
Other Financing Sources (Uses):
General obligation bonds and notes issued .............. - 13,369 70,232 56,863
TranSfers iN  .....ceeeee e 25,920 32,488 40,561 8,073
Transfers out ... - 3) (68,079) (68,076)
Contributions received ..........ooooviiiiiiiiiiieeeeeeee, 29,473 30,157 22,270 (7,887)
Contributions USEd .......oooviiiiiiiiii e (29,401) (27,666) (21,760) 5,906
Use of fund balance - reserved for tax stabilization ... 23,175 23,175 23,175 -
Total Other Financing Sources and Uses ............ 49,167 71,520 66,399 (5,121)
Net Change in Fund Balance ............................ (585) 9,992 13,085 3,093
Fund Balance - Beginning (Excludes Reserved for
Tax Stabilization) ......cccceeveeiiiiiiieeeceee e 82,000 82,000 82,000 -
Fund Balance - ENding ......ccccceceveeieneiniensecsceeeeeee $ 81,415 $ 91,992 $ 95,085 $ 3,093

Explanation of Differences of Budget to GAAP:

For budget purposes, the fund balance - reserved for tax stabilization is reflected as other financing sources whereas
for accounting purposes, it is reflected as part of fund balance. The difference between the fund balance on a GAAP
basis compared to budget basis is $23.175 million at January 1, 2007. In addition, budgeted expenditures do not include

capital lease payments as public safety expenditures.

Contributions received and used for budget purposes are reported as other financing sources, but for GAAP are

considered to be revenues and expenditures.
See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit E-2
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)
Retiree Health and Life Insurance
Actuarial
Accrued UAAL as a
Actuarial  Actuarial Liability (AAL) - Percentage
Valuation Value of Projected Unfunded AAL Funded Covered of Covered
Date Assets Unit Credit (UAAL) Ratio Payroll Payroll
7/1/2007 - $ 806,300,000 $ 806,300,000 0.0% $ 412,731,863 195.4%

See accompanying independent auditors' report.

95



CITY OF MILWAUKEE
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2007

Budgets and Budgetary Accounting

City departments are required to submit their annual budget requests for the ensuing year to the Mayor by the second
Tuesday in May. The Department of Administration, Division of Budget and Management Analysis, acting as staff for the
Mayor, reviews the request in detail with the departments during June and July. After all of the requests have been
reviewed, the Mayor submits his proposed Executive Budget to the Common Council. The City Charter requires that this be
done on or before September 28. The Common Council must complete its review and adopt the budget on or before
November 14. Once adopted, Common Council approval is required to amend the total appropriations by a department, the
legal level of control for each budget. During the year, various amendments were made to the budget including carryovers of
appropriations and encumbrances, and internal transfers.

Annual budgets are legally adopted by the Common Council for some but not all governmental funds. Annual budgets are
not adopted for Special Revenue Fund - Delinquent Tax, Debt Service Fund - Public Debt Amortization and Capital Projects
Funds. The Debt Service Fund - General Obligation Debt uses a non-appropriated budget. Budgets for Capital Projects
Funds are prepared for the project life, rather than for the standard current fiscal year. Therefore, project appropriations for
these budgets lapse at the conclusion of the project. All other appropriations lapse at the end of the current fiscal year.
Governmental funds for which annual budgets have been adopted are included in the accompanying Required
Supplementary Information Budgetary Comparison Schedule and in the Schedule of Revenues, Expenditures and Changes
in Fund Balances - Budget and Actual.

Schedule of Funding Progress — Actuarial Methods and Assumptions

Valuation date July 1, 2007
Actuarial cost method Projected unit credit
Amortization method Level-dollar
Amortization period 30 years (open)
Actuarial assumptions:

Investment rate of return 4.5%

Projected salary increases 3.5%

Health care inflation rate 10% initial

4.5% ultimate
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Nonmajor Governmental Funds

Nonmajor funds are used to account for the proceeds of specific
revenue sources (other than special assessments, expendable trust or
major capital projects) requiring separate accounting because of legal or
regulatory provisions or administrative action.

Grant and Aid Projects — This fund is used to account for Federal and
State grants whose proceeds are legally restricted to expenditures for
specific purposes and which are not accounted for in other special
revenue funds.

Community Development Block Grant — The Community Development
Block Grant Program receives annual grants pursuant to the Federal
Housing and Community Development Act of 1974.  This fund also
includes amounts received under the Section 108 Loan Program. The
City’s Department of Administration is responsible for the planning,
execution and evaluation of the Program.

Delinquent Tax — This fund was established as a reserve against
uncollected delinquent property taxes. Fund resources, consisting
initially of bond proceeds, are used to purchase delinquent property
taxes from the General Fund. Collections on these purchased
receivables and related interest thereon are transferred to the General
Obligation Debt Service Fund to provide for the related debt service
requirements.

Economic Development Fund — This fund provides expenditure authority
for owner financed economic development in commercial areas,
including the Business Improvement District program.
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CITY OF MILWAUKEE Exhibit F-1
COMBINING BALANCE SHEET -
NONMAJOR GOVERNMENTAL FUNDS
DECEMBER 31, 2007
(Thousands of Dollars)
Total
Grantand Community Nonmajor
Aid Development Delinquent Economic Governmental
Projects Block Grant Tax Development Funds
ASSETS
Assets:
Cash and cash equivalents ...........cccccccceenne $ 3,371 $ - $ 9,962 $ 1,402 $ 14,735
Receivables (net):
TAXES e - - 8,258 - 8,258
ACCOUNES e 74 281 - - 855)
Notes and [0aNS  .......ccccooeeiiiiiiiiiiiiieeeeeeees 18,096 2,211 - - 20,307
Due from component units ..........c.ccccceeenen. 43 124 - - 167
Due from other governmental agencies ........ 8,287 2,411 - - 10,698
Total ASSetS .....ccccvvvvmrerisirrnsnersenenns $ 29,871 $ 5,027 $ 18,220 $ 1,402 $ 54,520
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable .........ccccccciiiiiiiiiiees $ 2,011 $ 2,239 $ - $ - $ 4,250
Accrued eXpeNnSES .......coccviiiiiieiiiee e 104 95 - - 199
Due to other funds .......cccoeeeiiiiiiiiiiiiiieeeeeeee, 6,089 95 - - 6,184
Due to component units ...........c.cccieieeiiineee. 4 106 - - 110
Due to other governmental agencies ............ 148 281 - - 429
Deferred revenue ...........oooovvvveeecceeeeeeeeeeee, 7,369 - 1,541 - 8,910
Total Liabilities ......cccoeeiiieiiiiiiiieeciiiees 15,725 2,816 1,541 - 20,082
Fund Balances:
Reserved for debt service .......ccccooeve. - - 9,962 - 9,962
Reserved for delinquent taxes receivable .. - - 6,717 - 6,717
Reserved for economic development ........ - - 1,402 1,402
Unreserved, undesignated .......................... 14,146 2,211 - - 16,357
Total Fund Balances ..........ccccccoeeceeenneen. 14,146 2,211 16,679 1,402 34,438
Total Liabilities and Fund Balances . $ 29,871 $ 5,027 $ 18,220 $ 1,402 $ 54,520

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit F-2
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)

Total
Grantand Community Nonmajor
Aid Development Delinquent Economic Governmental
Projects Block Grant Tax Development Funds
Revenues:
Property taXxes ......cccevveeiiiiieeeee e $ - $ - $ 3,501 $ - $ 3,501
Intergovernmental ... 37,953 18,079 - - 56,032
Other e - - 2,561 7,580 10,141
Total Revenues ......cccccceeeveeeiiiiiiiiiiienn, 37,953 18,079 6,062 7,580 69,674
Expenditures:
Current:
General government ..., - 2,073 994 - 3,067
Public safety ......ccocoeeeeiiiie e 9,786 1,533 - - 11,319
Public WOrkS .....ccooiieiieiceeeee e, 3,536 286 - - 3,822
Health ..o 11,822 107 - - 11,929
Culture and recreation ..........ccccceeeeeeeeeeeeen. 1,011 1,155 - - 2,166
Conservation and development ................. 8,570 12,925 - 6,180 27,675
Total Expenditures .........cccceevieeeiieeennnn. 34,725 18,079 994 6,180 59,978
Excess (deficiency) of Revenues
over Expenditures .........cccccoooeeeiiiiennne. 3,228 - 5,068 1,400 9,696
Other Financing Sources (Uses):
General obligation bonds and notes issued - - 15,610 - 15,610
Loans receivable activities...............ceevveennnnnn. 5,415 (440) - - 4,975
Transfers OUt ........ccccceeeeieiiiiiee e - - (20,905) - (20,905)
Total Other Financing Sources
and USES  ..oovviiiiiiiieeeeeeee e 5,415 (440) (5,295) - (320)
Net Change in Fund Balances ............... 8,643 (440) (227) 1,400 9,376
Fund Balances - Beginning ...........cc.ccccceeennn. 5,503 2,651 16,906 2 25,062
Fund Balances - Ending .......ccccccvevmnieninennaen $14,146 $ 2,211 $16,679 $ 1,402 $ 34,438

See accompanying independent auditors' report.
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CITY OF MILWAUKEE

Exhibit F-3

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GRANT AND AID PROJECTS

FOR THE YEAR ENDED DECEMBER 31, 2007

(Thousands of Dollars)
Actual on Variance -
Amended Budgetary Favorable
Budget Basis (Unfavorable)
Revenues:
IntergovernmMental .........c.cccoeiiiiiiece e $ 35,322 $ 37,953 $ 2,631
Expenditures:
Current:
Public safety ...cceoeeiiee e 10,012 9,786 226
(U] o] {0 &R 3,536 3,536 -
Health ... 12,182 11,822 360
Culture and recreation  ........ooooeeeiiiieeeeeeeee e 1,022 1,011 11
Conservation and development ..........ccoccveeiiiiiiiiieieciiiieeeee e 8,570 8,570 -
Total EXpenditureS .......cccceueiiiiiiieiiieie e 35,322 34,725 597
Excess of Revenues over (under) Expenditures ................... - 3,228 3,228
Other Financing Sources (Uses):
Loans receivable activities .........oooouueiiiiiiee e, - 5,415 5,415
TranSfers OUL  ....oeeveveieieeeeeeeee e e e e e e e e e e e e e - - -
Net Change in Fund Balance ..........cccoccooiiiiiiiiiiiiiiiieee - 8,643 8,643
Fund Balance - Beginning ........cooooiiieiiiiiiiee e - 5,503 5,503
Fund Balance - ENdiNg .....cccccouviminmnnieiniseessen s nsseesses e s seennns $ - $ 14,146 $ 14,146

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit F-4
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
COMMUNITY DEVELOPMENT BLOCK GRANT
FOR THE YEAR ENDED DECEMBER 31, 2007

(Thousands of Dollars)
Actual on Variance -
Amended Budgetary Favorable
Budget Basis (Unfavorable)
Revenues:
Intergovernmental ..........occoiiiiiii i $ 18,079 $ 18,079 $ -
Expenditures:
Current:
General government ... 2,073 2,073 -
Public safety ... 1,533 1,533 -
PUblic WOrKS ... 286 286 -
Health ..o 107 107 -
Culture and recreation ...........cccceeeeeiiiiiiiiiieeeee e 1,155 1,155 -
Conservation and development ..........ccocceeeiiiiiiieieeiciieeeee e 12,925 12,925 -
Total EXpenditures ... 18,079 18,079 -
Excess of Revenues over (under) Expenditures ................... - - -
Other Financing Sources (Uses):
Loans receivable activities ..........ccccoiiiiiiiiiiii, 440 440 -
Fund Balance - BeginNiNg ........coooiiiiiiiiiiiiiiee e 2,651 2,651 -
Fund Balance - ENding ....ccccoccmieiimreceeee e seee s e s s $ 2,211 $ 2,211 $ -

See accompanying independent auditors' report.
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CITY OF MILWAUKEE

Exhibit F-5

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

ECONOMIC DEVELOPMENT

FOR THE YEAR ENDED DECEMBER 31, 2007

(Thousands of Dollars)
Actual on Variance -
Amended Budgetary Favorable
Budget Basis (Unfavorable)
Revenues:
OthEr e $ 7,717 $ 7,580 $ (137
Expenditures:
Current:
Conservation and development ...........cccccoeeeiiiiiieeeiiiiieeennn. 6,307 6,180 $ 127
Excess of Revenues over (under) Expenditures ............... 1,410 1,400 (10)
Fund Balance - Beginning .......ccoooiiiiiiiiii e 2 2 -
Fund Balance - Ending .......cccveiiiiimniiine e $ 1,412 $ 1,402 $ (10)

See accompanying independent auditors' report.

104




Nonmajor Enterprise Funds

Enterprise Funds are used to account for operations that provide
services which are financed primarily by user charges, or activities
where periodic measurement of net income is appropriate for capital
maintenance, public policy, management control or other purposes.

Port of Milwaukee — All activities necessary to operate and maintain the
Port of Milwaukee and other related harbor activities are accounted for
in this fund.

Metropolitan Sewerage District User Charge — The Metropolitan
Sewerage District User Charge Fund is used to account for sewerage
treatment charges by the Milwaukee Metropolitan Sewerage District to
the City on a “wholesale” user charge basis and the subsequent billing
by the City to customers on a “retail” basis. The City adds
administrative expense to the District’'s charges and includes the sewer
user charges on the quarterly water bills.
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CITY OF MILWAUKEE Exhibit G-1
COMBINING STATEMENT OF NET ASSETS
NONMAJOR ENTERPRISE FUNDS
DECEMBER 31, 2007
(Thousands of Dollars)
Metropolitan Total
Sewerage Nonmajor
Port of District User Enterprise
Milwaukee Charge Funds
ASSETS
Current Assets:
Receivables (net):
ACCOUNES et $ 1,555 $ 8,491 $ 10,046
Unbilled accounts .......cooouiiiiiiii e - 2,144 2,144
Due from other funds .......oovueeieieieeeeeeeee e - 1,117 1,117
Total Current ASSELS ....ooveeeeeeeeeeeeee s 1,555 11,752 13,307
Noncurrent assets:
Capital assets:
Capital assets not being depreciated:
(1621 o T 6,107 - 6,107
Capital assets being depreciated:
BUIldINGS  .eeeeeiiie e 13,063 - 13,063
Improvements other than buildings ..............ccccc. 21,871 - 21,871
Machinery and equipment ..., 4,776 - 4,776
Furniture and furnishings .........ccccoiiiiiiii, 55 - 55
Accumulated depreciation ..........cccccceeeiiiiiiiiieiii e (26,116) - (26,116)
Total Noncurrent ASSEtS ....ccoveeiiiieeiiiciieceeeeeeeeeeeee 19,756 - 19,756
Total ASSEES ..o 21,311 11,752 33,063
LIABILITIES
Current Liabilities:
Accounts payable ........oooooiiiiiiii e 269 8,853 9,122
ACCTUEA EXPENSES  ..oociiiiiiieeieiitieeeeeeeiteee e e e st eeeeeseiaeeeaeaenes 151 1 152
Accrued interest payable ............ccccoiiiiiiiiiiii e 109 - 109
Dueto other funds .......ccooooiiiiiie e 2,312 7,624 9,936
Deferred reVENUE ........ooooieieeeeeeeeee e - - -
General obligation debt payable - current ............................ 483 - 483
Total Current Liabilities ..........oovvveeeeeiiiiiiiieeeeeeeeee 3,324 16,478 19,802
Noncurrent Liabilities:
General obligation debt ...........cccovieiiiiiiiiice e 3,207 - 3,207
Other post employment benefits obligation .......................... 45 - 45
Total Noncurrent Liabilities  ........oooveeiiiiiiiiieiieeeeeeeeeee 3,252 - 3,252
Total LiabilitieS ....covveeeeeiiiiieeeeeeeeceeeeee e 6,576 16,478 23,054
NET ASSETS:
Invested in capital assets, net of related debt ........................ 16,066 - 16,066
L8 QY=Y (o1 (=T [T (1,331) (4,726) (6,057)
Total Net Assets (Accumulated Deficit) ..........ccoeuennen $ 14,735 $ (4,726) $ 10,009

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit G-2
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
NONMAJOR ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)
Metropolitan Total
Sewerage Nonmajor
Port of District User Enterprise
Milwaukee Charge Funds
Operating Revenues:
Charges for Services:
Statutory sewer userfee ..........cccccoceeveiiiieiieieeieeen, $ - $ 30,258 $ 30,258
RENE e 6,022 - 6,022
Other oo - 907 907
Total Operating Revenues ..........ccccoocoeiviiienieeenns 6,022 31,165 37,187
Operating Expenses:
Milwaukee Metropolitan Sewerage District Charges - 27,808 27,808
Employee ServiCes ........ccooiiiiiiiiiiiiie e 1,506 116 1,622
Administrative and general ............cccoooiiiiiiiiiiii - 34 34
Depreciation ... 2,385 - 2,385
Transmission and distribution ............ccoooeeeiiiiiiiieniinnnnn. - 2,742 2,742
Services, supplies and materials ............ccccccooeeeiienen... 1,545 - 1,545
Billing and collection ...........cccooiiiiiie e - 1,601 1,601
Total Operating EXpenses .......ccccoveiveiiieeecineenee. 5,436 32,301 37,737
Operating Income (LOSS) ...oovviiviiiiiiiiiiiiciiiecciiienn 586 (1,136) (550)
Nonoperating Revenues (Expenses):
INterest eXPeNSE ......ciiiiiiiii e (190) - (190)
Other e 12 - 12
Total Nonoperating Revenues (Expenses .............. 178 - (178)
Income (Loss) before Contributions and Transfers 408 (1,136) (728)
Capital contributions .........ccccveeiiiiiiiiiie e 619 - 619
Transfers iN ... 683 - 683
Transfers OUt ... (3,053) - (3,053)
Change in Net ASSets  ..cccoooiieiiiieeiee e (1,343) (1,136) (2,479)
Total Net Assets (Accumulated Deficit) - Beginning ........ 16,078 (3,590) 12,488
Total Net Assets (Accumulated Deficit) - Ending ....... $ 14,735 $ (4,726) $ 10,009
See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit G-3
COMBINING STATEMENT OF CASH FLOWS
NONMAJOR ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)
Metropolitan Total
Sewerage Nonmajor
Port of District User Enterprise
Milwaukee Charge Funds
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and USers .............cccoceeeiiiieiiiececieeeeeen $ 5,340 $ 29,436 $ 34,776
Payments to SUPPLIErS .....ooieeeiiiie e (1,903) (32,064) (33,967)
Payments to employees ... (1,424) (116) (1,540)
Payments from other funds ... - 3,001 3,001
Payments to other funds ..........ccooviiiieiiii e 636 (257) 379
Net Cash Provided by Operating Activities ............ccccccoeiiieeen. 2,649 - 2,649
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers from other funds ..........ccoiiiiiii e 683 - 683
Transfers to other fuNdS  ......oooeeeeiiiieeee e (3,053) - (3,053)
Net Cash Used for Noncapital Financing
ACHVIEIES oot (2,370) - (2,370)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Capital contributionS ........ccoeiiiiiiiee e 575 - 575
Proceeds from sale of bonds and notes ..........cccoeceviiiiiiiiiieeneens 12 - 12
Acquisition of property, plant and equipment ..............cccooiiiieeiins (197) - (197)
Retirement of bonds, notes and revenue bonds .............cccceceeiinee.. (480) - (480)
Interest Paid .....oeeiiiee e (200) - (200)
[ 3= OSSR 11 - 11
Net Cash Used for Capital and Related
Financing ACtiVities .........ooooiiiiiiiiie e 279 - 279
Net Increase (Decrease) in Cash and Cash Equivalents .................... - - -
Cash and Cash Equivalents - Beginning ...........cccoooiiiiiiii e, - - -
Cash and Cash Equivalents - Ending ........cccoeevivniiernennicnnseessennane $ - $ - $ -
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES:
Operating iNCOME (I0SS) ...ccveeecveeirieiiieeciee et et $ 586 $ (1,136) $ (550)
Adjustments to reconcile operating income (loss) to net cash
provided by (used for) operating activities:
Depreciation .......cooiiiii e ——————— 2,385 - 2,385
Changes in assets and liabilities:
RECEIVADIES  ....oiiiiii e (682) (1,729) (2,411)
Due from other funds ... - (257) (257)
Accounts payable ... (358) 121 (237)
Accrued liabilities .........ooooiii 82 82
Due to other fuNdS .....cooeeiiiie e 636 3,001 3,637
Deferred reVENUE  ......cceeiiiiiiiiiiiiiiiie e - - -
Net Cash Provided by Operating Activities .......ccccccoevvieeiiciieicieee, $ 2,649 $ - $ 2,649

See accompanying independent auditors' report.

108




Agency Funds

These funds account for taxes and deposits collected by the City, acting
in the capacity of an agent, for distribution to other governmental units
or designated beneficiaries.
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CITY OF MILWAUKEE Exhibit H-1
COMBINING SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)
Balance Balance
01-01-07 Additions Deductions 12-31-07
BOARD OF SCHOOL DIRECTORS FUND
ASSETS
Cash and cash equivalents ...........cccccoooiiviiieiinennen. $ 173,007 $ 1,345,383 $ 1,347,829 $170,561
Taxes receivable .........ooooovieiiieeieieee e - 116,173 116,173 -
Total ASSEtS .....cccccecvcremernrnimrrre e eer e ee e s $ 173,007 $ 1,461,556 $ 1,464,002 $170,561
LIABILITIES
Due to Other Governmental Agencies:
Milwaukee School Board .........ccccveieeiiciiiemnecinnnes $ 173,007 $ 1,345,383 $ 1,347,829 $170,561
PROPERTY TAX FUND
ASSETS
Cash and cash equivalents .............c.cccoeveveeeeeeeenenne. $ 99,900 $ 212,947 $ 210,817 $102,030
Taxes Receivable ... - 110,922 110,922 -
Total ASSEtS .....cccevviicivemernrnrmrrrreirer e eer e e en e e $ 99,900 $ 323,869 $ 321,739 $102,030
LIABILITIES
Due to Other Governmental Agencies:
State of WISCONSIN  ...voveeceeeeeeeeeeee e $ 63 $ 5,337 $ 5,366 $ 34
Milwaukee County .......cccoeeeiiiiiiiei e 57,089 116,214 115,110 58,193
Menomonee Falls School District .........cccceevvveveeeeen... - 178 178 -
Milwaukee Area District Board of Vocational Technical
& Adult Education ............ooooiiiiiieeeeee e 24,646 52,733 51,956 25,423
Milwaukee Metropolitan Sewerage District ............... 18,102 38,448 38,170 18,380
Washington County ........ccccceeiiiiiiiee e - 3 3 -
Waukesha County ........oooiiiiiiiiiiiie e - 35 35 -
Total Liabilities .....cccccccvevevevririiinnemnrerernreeeeerenens $ 99,900 $ 212,948 $ 210,818 $102,030
PAYROLL DEDUCTIONS FUND
ASSETS
Cash and cash equivalents .......cccccecovvvereensieiisennnns $ 217 $ 1,373 $ 1,355 $ 235
LIABILITIES
Accounts payable ..o s $ 217 $ 1,373 $ 1,355 $ 235

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit H-1 (Continued)
COMBINING SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)

Balance Balance
01-01-07 Additions Deductions 12-31-07
FEES, PENALTIES AND SALES TAX FUND
ASSETS
Cash and cash equivalents .......cccccecevviereinsieiisennnns $ 328 $ 3,607 $ 3,600 $ 335
LIABILITIES
Accounts payable ... $ 2 $ 73 $ 74 $ 1
Due to Other Governmental Agencies:
State of WISCONSIN  .....eeiiiiiiieecee e 285 2,713 2,696 302
Milwaukee County .......cccoeeiiiiiiiieiceiee e 41 820 829 32
Total Liabilities ........cccccovceveeniiiiree s $ 328 $ 3,606 $ 3,599 $ 335
OTHER
ASSETS
Cash and cash equivalents .......c.cccecovvvereeniieeisennns $ 2,462 $ 15,646 $ 16,900 $ 1,208
LIABILITIES
Accounts payable .........ccccoceriinieieniee e $ 2,462 $ 15,646 $ 16,900 $ 1,208
TOTAL - ALL AGENCY FUNDS
ASSETS
Cash and cash equivalents ...........cccccoeieiiiiiiiiiieniene $ 275,914 $ 1,578,956 $ 1,580,501 $ 274,369
Receivables:
TAXES  weeeeeee et - 227,095 227,095 -
Total ASSEtS .....ccccceeiriiiiierien e e e $ 275,914 $ 1,806,051 $ 1,807,596 $ 274,369
LIABILITIES
Accounts payable ... $ 2,681 $ 17,092 $ 18,329 $ 1,444
Due to other governmental agencies ..............cccueeee... 273,233 1,561,864 1,562,172 272,925
Total Liabilities ........cccccceiiciiieiicciire e $ 275,914 $ 1,578,956 $ 1,580,501 $ 274,369

See accompanying independent auditors' report.
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CITY OF MILWAUKEE

COMBINED SCHEDULE OF DELINQUENT TAXES RECEIVABLE

DECEMBER 31, 2007

Exhibit -1

(Thousands of Dollars)
Real Personal

Estate Property Total
Year Levied
1985 =196 ...ttt ee e nea $ 657 $ 1 $ 658
(S SRR 266 - 266
1908 i et e et ne e e 163 - 163
1900 ettt et te e neeaeene s 184 - 184
2000 ettt ae et ae st e eee e e areeneeaaeennea 166 1 167
20O SRS 297 221 518
2002 ettt ettt n et e st e eneanaeaneeneeaneenneas 336 263 599
200 SRS 570 225 795
2004 ettt ettt e re e e aaeennea 1,465 341 1,806
2005 ettt et a et e st e eaeeneaneeneeaneenneas 3,857 285 4,142
2006 ..ttt ettt nte e 20,437 637 21,074
Delinquent Taxes Receivable ..............ccccooiiiiieeiiiieeie e $ 28,398 M 30,372
Add: Property taxes receivable on foreclosed property (A) ...... 13,948
Total Delinquent Taxes Receivable ..........c..cccooeiiiiiiiiiiiiiiieeeece, 44,320
Less: Estimated uncollectible taxes ........cccooviiiiiiiiiiieiieeee, (15,743)
Net Delinquent Taxes Receivable .........ccccccviieeniiinieeesnnscer e, $ 28,577

See accompanying independent auditors' report.

(A) Property taxes receivable on foreclosed property is valued at the cost of delinquent taxes and assessments on acquired property.
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CITY OF MILWAUKEE

COMBINED SCHEDULE OF CASH AND CASH EQUIVALENTS AND INVESTMENTS - PRIMARY GOVERNMENT

DECEMBER 31, 2007
(Thousands of Dollars)

Exhibit I-2

Cash and Cash Equivalents:
Cash o
Local Government Pooled - Investment Fund
Institutional Money Market Fund
Cash with Fiscal Agent
Certificates of Deposit
U.S. Agency Notes

Total Cash and Cash Equivalents ..............
Investments:
Treasury Notes, Bills and Agencies
Other

Total Investments

Total Cash and Cash Equivalents and
Investments

Cash and Cash Equivalents and Investments -

Fund:
General
General Obligation Debt Service
Public Debt Amortization
Capital Projects
Nonmajor Governmental Funds
Water Works
Sewer Maintenance
Parking
Nonmajor Enterprise Funds ..........................
Pension and Other Employee Benefit Trusts
Private-Purpose Trusts
Agency Funds

Total Cash and Cash Equivalents and
Investments - Fund

See accompanying independent auditors' report.

$ 52,618

104,913

105

8,667

392,394

8,998
$ 567,695

11,940

_ 2
12,157
$ 579,852

Restricted

Cash and Cash and

Cash Cash
Equivalents Investments Equivalents Total
$ 69,534 $ 218 $ - $ 69,752
102,295 - - 102,295
42,543 8,692 - 51,235
2,142 - - 2,142
14,735 - - 14,735
28,539 - 643 29,182
- - 8,885 8,885
21,485 - - 21,485
310 - - 310
2,215 3,247 - 5,462
274,369 - - 274,369
$ 558,167 $ 12,157 $ 9,528 $ 579,852
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CITY OF MILWAUKEE

Exhibit -3

DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2007
(Thousands of Dollars)
Finance Real
Economic and Personal Property
Bridges Development Tax Receivables
Year Principal Interest Principal Interest Principal Interest
2008 $ 1,851 $ 878 $ 4 $ 5 $ 15,259 $ 996
2009 1,904 785 38 3 6,568 458
2010 1,851 691 21 1 2,899 234
2011 1,676 598 2 - 1,895 121
2012 1,579 515 2 - 1,152 50
2013 1,475 438 2 - 546 12
2014 1,342 365 1 - - -
2015 1,328 299 1 - - -
2016 1,096 235 - - - -
2017 945 184 - = - -
2018 859 142 - - - -
2019 734 105 - - - -
2020 547 76 - = - -
2021 747 46 - - - -
2022 303 25 - - - -
2023 200 15 - = - -
2024 200 8 - - - -
2025 200 1 - - - -
Totals 18,837 5,406 108 9 28,319 1,871
Total
Requirements $ 24,243 117 $ 30,190

See accompanying independent auditors' report.
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Exhibit I-3 (Continued)

Financial Management
Information System
Replacement Project

Principal Interest
$ 1,950 $ 80
410 10
2,360 90

$ 2,450

Grant and Aid
Improvements -
Fire City Share
Principal Interest Principal Interest
$ 1,989 $ 844 $ 75 $ 16
1,880 742 75 13
1,884 647 62 10
1,868 554 62 7
1,848 460 39 5
1,820 368 39 3
1,807 278 15 1
1,118 203 15 1
798 153 7 -
1,156 105 - -
313 65 = -
307 49 - -
282 35 - -
272 21 - -
272 7 - -
5 = = o
5 - - -
5 - - -
17,629 4,531 389 56
$ 22,160 $ 445

117



CITY OF MILWAUKEE Exhibit I-3 (Continued)
DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2007
(Thousands of Dollars)

Year
2008
2009
2010
2011

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

2022
2023
2024

2025

Totals

Total
Requirements

Lakefront

Harbor Industrial Land Bank Development

Principal Interest Principal Interest Principal Interest

$ 483 $ 180 $ 29 $ 4 $ 4 $ -

504 155 27 2 3 -

425 131 15 1 2 -

425 110 2 - - -

385 88 1 - - -

347 68 1 - - -

338 51 1 - - -

311 34 - B - -

139 20 - - - -

91 13 - = - -

71 9 - S - -

67 5 - = - -

40 3 - - - -

40 1 - S - -

6 - - - - -

3,672 868 76 7 9 -
$4,540 $83 $9

See accompanying independent auditors' report.
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Exhibit I-3 (Continued)

Local

Improvement Projects/

Milwaukee Exposition
and Convention

Library Special Assessments Center and Arena
Principal Interest Principal Interest Principal Interest
$1,000 $ 403 $ 1,827 $ 748 $ 13 $ 2
985 351 1,637 660 11 1
960 302 1,371 579 7 1
808 255 1,161 517 1 -
765 215 958 467 1 -
790 176 1,137 410 1 -
742 137 1,045 353 - -
515 103 677 308 - -
507 79 2,421 273 - -
447 54 2,130 173 = -
233 32 2,073 87 - -
220 21 23 1 - -
165 12 - = - -
108 5 - - - -
58 1 - - - -
8,303 2,146 16,460 4,576 34 4
$10,449 $ 21,036 $38
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CITY OF MILWAUKEE

DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES

DECEMBER 31, 2007

Exhibit I-3 (Continued)

(Thousands of Dollars)
Playgrounds/
Parking Recreational Facilities Police
Year Principal Interest Principal Interest Principal Interest
2008 $2,218 $ 554 $ 1,262 $ 363 $ 5,201 $ 1,916
2009 1,640 451 1,186 298 5,427 1,658
2010 1,237 379 1,065 239 5,016 1,386
2011 1,169 320 896 189 4,365 1,127
2012 1,012 263 655 149 4,452 909
2013 891 213 743 114 3,806 702
2014 872 169 698 78 2,815 510
2015 761 126 517 47 2,921 379
2016 596 88 378 25 1,532 242
2017 373 59 209 10 1,361 166
2018 301 41 28 2 720 100
2019 236 27 18 - 375 69
2020 194 16 - - 280 54
2021 123 9 - - 439 36
2022 110 3 - - 250 23
2023 - - - - 190 14
2024 - - - - 190 8
2025 - - - - 190 1
Totals 11,733 2,718 7,655 1,514 39,530 9,300
Total
Requirements $ 14.451 $9.169 $ 48,830

See accompanying independent auditors' report.
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Exhibit I-3 (Continued)

Public Buildings Resource Recovery Schools Sewer Maintenance
Principal Interest Principal Interest Principal Interest Principal Interest
$ 14,061 $ 6,652 $ 9 $ 1 $ 11,131 $ 4,568 $ 19,701 $ 974
13,825 5,948 9 1 9,950 4,046 268 176
13,433 5,279 5 - 9,550 3,557 270 164
12,909 4,632 1 - 9,161 3,073 271 153
11,899 4,018 - - 8,034 2,626 273 141
11,851 3,432 - - 7,410 2,217 293 129
11,144 2,853 - - 6,847 1,842 296 117
10,331 2,314 - - 5,816 1,517 299 103
9,690 1,825 - - 7,845 1,224 302 89
7,318 1,419 - - 5,532 858 277 76
6,052 1,091 - - 4,679 583 277 62
5,958 810 - - 4,209 356 277 48
4,563 565 - - 3,340 167 277 35
5,570 325 - - - - 277 21
2,077 163 - - - - 277 &
1,289 98 - - = = - -
1,289 53 - - - - - -
1,289 8 - - - - - -
144,548 41,485 24 2 93,504 26,634 23,635 2,295
$ 186,033 $26 $ 120,138 $ 25,930
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CITY OF MILWAUKEE

DEBT SERVICE REQUIREMENTS TO MATURITY -

GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2007

Exhibit I-3 (Continued)

(Thousands of Dollars)
Sewers Streets Tax Incremental Districts
Year Principal Interest Principal Interest Principal Interest
2008 $ 7,059 $ 2437 $ 9,346 $ 3,697 $ 9,715 $ 6,912
2009 6,387 2,101 8,952 3,232 10,540 6,398
2010 3,153 1,799 8,297 2,784 10,767 5,874
2011 5,230 1,517 6,876 2,373 10,746 5,342
2012 5,019 1,265 6,572 2,033 10,332 4,810
2013 4,458 1,014 5,982 1,713 10,460 4,288
2014 4,208 791 5,145 1,414 9,533 3,762
2015 3,637 586 4,469 1,172 9,226 3,296
2016 2,707 401 3,694 952 8,064 2,811
2017 1,643 266 3,070 774 9,914 2,398
2018 1,161 186 1,852 630 10,257 1,883
2019 620 140 1,329 551 8,033 1,367
2020 563 111 1,088 497 7,069 983
2021 763 78 3,328 382 7,204 631
2022 616 50 2,571 274 5,280 324
2023 400 30 2,440 185 3,485 111
2024 400 16 2,440 100 535 13
2025 400 2 2,440 15 - -
Totals 51,026 12,790 79,891 22,778 141,160 51,203
Total
Requirements $ 63,816 $ 102.669 $ 192,363

See accompanying independent auditors' report.
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Exhibit I-3 (Continued)
Urban Renewal Water Total Requirements
Principal Interest Principal Interest Principal Interest
$ 2,386 $ 923 $ 2,845 $ 959 $ 109,455 $ 34,112
2,160 805 1,989 850 76,375 29,144
2,125 702 2,492 753 69,509 25,513
1,960 596 2,966 634 64,450 22,118
1,765 498 2,492 494 59,235 19,006
1,447 410 2,101 359 55,600 16,066
1,500 337 2,286 251 50,635 13,309
1,326 262 1,677 141 44,945 10,891
858 196 982 53) 41,616 8,666
409 153 21 3 34,896 6,711
351 134 22 2 29,249 5,049
340 117 23 1 22,769 3,667
203 104 - - 18,611 2,658
679 81 - - 19,550 1,636
605 56 - - 12,425 933
476 36 - - 8,485 489
476 19 - - 5,535 217
476 3 - - 5,000 30
19,542 5,432 19,896 4,500 728,340 200,215
$ 24,974 $ 24,396 $ 928,555
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Year

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

CITY OF MILWAUKEE Exhibit I-4
DEBT SERVICE REQUIREMENTS TO MATURITY - WATER REVENUE
AND DISCLOSURE OF BOND COVERAGE
(Thousands of Dollars)
Total

Principal
891
915
939
964
989

1,015
1,042
1,069
1,098
1,127
1,157

$ 11,206

See accompanying independent auditors' report.

Note:

Interest

284

260

236

211

185

158

131

104

75

45

15

$ 1,704

Requirements
1,175
1,175
1,175
1,175
1,174
1,173
1,173
1,173
1,173
1,172
1,172

$ 12,910

Water Revenue bond coverage on Series SDWL - 1, 2, 3, 4 & 5 for 2007, consisted of gross revenues
plus interest income in the amount of $74,211, less operating expenses (excluding depreciation but
including the payment of lieu of taxes) of $55,514. As a result, the net revenue available for debt service
was $18,697. Debt service requirements consisted of $1,175 for 2007. At the end of the year, bond

coverage computes to 15.91.
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DEBT SERVICE REQUIREMENTS TO MATURITY - SEWERAGE SYSTEM REVENUE
AND DISCLOSURE OF BOND COVERAGE

CITY OF MILWAUKEE

(Thousands of Dollars)

Exhibit I-5

Year

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

Note:

Revenue Bonds

State Loans (Revenue Bonds)

Principal Interest
$ 2,650 $ 2,487
2,740 2,386
2,840 2,274
2,940 2,151
3,050 2,015
3,175 1,865
3,310 1,703
3,465 1,539
3,625 1,361
3,800 1,170
3,975 975
4,160 776
4,360 564
4,565 341
2,375 168
2,475 54
$ 53,505 $ 21,829

Total Requirements

Principal Interest
$ 564 $ 349
578 335
592 320
607 305
622 290
637 274
653 259
669 242
686 225
703 208
720 191
738 172
756 154
775 135
794 116
814 96
834 75
854 54
876 33
897 11
$ 14,369 $ 3,844

See accompanying independent auditors' report.

Principal Interest
$ 3214 $ 2,836
3,318 2,721
3,432 2,594
3,547 2,456
3,672 2,305
3,812 2,139
3,963 1,962
4,134 1,781
4,311 1,586
4,503 1,378
4,695 1,166
4,898 948
5,116 718
5,340 476
3,169 284
3,289 150
834 75
854 54
876 88
897 11

$ 67,874 $25,673

Sewerage System Revenue Bonds coverage consisted of gross revenues plus interest income in
the amount of $38,170 less operating expenses (excluding depreciation) of $17,747. As a result,
the net revenue available for debt service was $20,423. Debt service requirements consisted of

$5,145 for 2007. At the end of the year, bond coverage computes to 3.97.
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CITY OF MILWAUKEE
SCHEDULE OF ACCOUNT BALANCES
CAPITAL PROJECTS BY PURPOSE
DECEMBER 31, 2007
(Thousands of Dollars)

Exhibit I-6

Special Fire Playgrounds
Bridges Projects Department Library & Recreation
ASSETS
Assets:
Cash and cash equivalents ...........cccccceeviiiiiieceecne $1,415 $ 693 - $ - $ -
Receivables (net):
TAXES i - 15 50 - 212
ACCOUNES o - - - -
Special ASSESSMENES  ....ccccvviiiiiiiiiiieeiiee e - - - - -
Due from other governmental agencies ..........c.cc........ - - - - 77
Inventory of materials and supplies .......ccccccoevieeennen. - - - - -
Total ASSetS ...cccccvcieiiiciiiein e s $1,415 $ 708 50 $ - $ 289
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable ........ccccooiiiieiieeeee e $ 54 $ 10 155 $ 94 $ 13
ACCIUEd EXPENSES  .ooiiiiiiiiiiie e 18 - - - 7
Due to other funds .........cccoiiiiiiii e - - 793 220 926
Due to component units ...........ooccoeeiiiiiiiiin e - - - - -
Deferred revVenUE .......cccoooieieiiiiieeiie e - 25 86 - 366
Advances from other funds ..........cccooviiiiiiieiiie e - - - - -
Total Liabilities  ......ccoeveiiiiiieeeeeee e 72 35 1,034 314 1,312
Fund Balance:
Reserved for encumbrances, prepaids,

AN CAMYOVEIS  .ooiiiiiiiiieeeiie et 1,343 673 (984) (314) (1,023)
Reserved forinventory ... - - - - -
Unreserved:

Special assessment (deficit) .........cccceviiiiiiieiinnnen. - - - - -

Total Fund Balance .........cccccccoevieeeiiieeeiieeee. 1,343 673 (984) (314) (1,023)
Total Liabilities and Fund Balance .................. $1,415 $ 708 50 $ - $ 289

See accompanying independent auditors' report.
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Exhibit -6 (Continued)

Tax

Police Public Urban Incremental Special
Department Buildings Sewers Renewal Streets Districts Assessments Total
$ - S -8 - $ 34 -3 - $ - 0§ 2142
- - - 116 1,930 2,464 - 4,787
- - 180 - 84 - - 264
- - - - - - 15,157 15,157
- 60 - - 4,912 - - 5,049
- - 369 - - - - 369
$ - $ 60 $ 549 $ 150 6,926 $ 2,464 $ 15,157 $ 27,768
$ 522 $ 5427 $ 48 $ 443 971 $ 2,387 $ 146 $10,270
2 55 6 3 126 43 - 260
1,011 11,959 960 - 9,404 21,710 - 46,983
- - - 29 - 129 - 158
- - 22 200 4,368 4,261 13,930 23,258
- - - - - - 14,032 14,032
1,535 17,441 1,036 675 14,869 28,530 28,108 94,961
(1,535) (17,381) (856) (525) (7,943) (26,066) - (54,611)
- - 369 - - - - 369
- - - - - - (12,951) (12,951)
(1,535) (17,381) (487) (525) (7,943) (26,066) (12,951) (67,193)
$ - $ 60 $ 549 $ 150 $ 6,926 $ 2,464 $ 15,157 $ 27,768
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CITY OF MILWAUKEE

SCHEDULE OF REVENUES , EXPENDITURES, AND CHANGES IN FUND BALANCE -
CAPITAL PROJECTS BY PURPOSE

FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)

Exhibit -7

Special Fire
Bridges Projects Department Library
Revenues:
Property taXes ......ccceevieiiiiiceee e $ - $ 25 $ 100 $ 40
Special ASSESSMENES  .....cooiiiiiiiiiiiiee e - - - -
Intergovernmental ... 915 - - -
Other oo - - - -
Total REVENUES  ....cceeeviiiiiiiiiieece e 915 25 100 40
Expenditures:
Capital outlay ..o 2,173 15 2,118 758
Excess (deficiency) of Revenues over
Expenditures ........ccoooiiiiiiiiiii e (1,258) 10 (2,018) (718)
Other Financing Sources (Uses):
General obligation bonds and notes issued .......... 540 - 1,430 210
Transfers Out .......ocoeeiiiiiiie - - - -
Total Other Financing Sources and Uses ........ 540 - 1,430 210
Net Change in Fund Balance ....................... (718) 10 (588) (508)
Fund Balance (Deficit) - Beginning .........ccccoveveeeenns 2,061 663 (396) 194
Fund Balance (Deficit) - Ending ......cccccocciiiiceeennee $ 1,343 $ 673 $ (984) $ (314)

See accompanying independent auditors' report.

Playgrounds
& Recreation

$ 292

77

369

2,252

(1,883)

870

870
(1,013)
(10)

$ (1,023)
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Exhibit I-7 (Continued)

Tax

Police Public Urban Incremental Special Schools
Department Buildings Sewers Renewal Streets Districts Assessments Financing Total
$ - $ 325 $ - $ 175 $ 8,002 $ 3,947 $ 3 $ = $ 12,906
- - - - - - 3,542 - 3,542
- - 311 29 6,252 - - - 7,584
- 60 - 6 - 2,743 - - 2,809
- 385 311 210 14,254 6,690 3,542 - 26,841
5,718 45,729 2,329 3,145 24,654 35,752 2,093 600 127,336
(5,718) (45,344) (2,018) (2,935) (10,400) (29,062) 1,449 (600)  (100,495)
660 5,995 1,545 1,170 2,238 6,060 - 600 21,318
- - - - - (2,502) - - (2,502)
660 6,985 1,545 1,170 2,238 3,558 - 600 18,816
(5,058) (39,349) (473) (1,765) (8,162) (25,504) 1,449 - (81,679)
3,523 21,968 (14) 1,240 219 (562) (14,400) - 14,486
$(1,535) $(17,381) $ (487) $ (525) $ (7,943) $(26,066) $(12,951) § o $(67,193)
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CITY OF MILWAUKEE
GENERAL FUND

SCHEDULE OF REVENUES - BUDGET AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)

Exhibit 1-8

Variance -

Final Favorable
Budget Actual (Unfavorable)
Property Taxes:
(=Y 0= = $ 102,483 $ 96,138 $ (6,345)
Provision for Employees' Retirement .............ccccoeoviiiiieiiinnen. 41,115 41,115 -
Total Property TaXes ....coccvieiiiieiiiieiiee e 143,598 137,253 (6,345)
Other Taxes:
Payment in lieu of taXes ........coocoiiiiiiiiii 1,184 1,361 177
Interest on city tax certificates and other taxes ....................... 2,314 3,950 1,636
Total Other TAXES  ..uueceeeeeeeeieeeeeeeee e e e e 3,498 5,311 1,813
Licenses and Permits:
Licenses:
Business and occupational ... 4,200 4,521 321
(O] 1= 136 158 22
Permits:
2171 T [T o PR 6,132 7,164 1,032
ZONING oottt 315 335 20
(O] 1= 993 1,526 533
Total Licenses and Permits .........cccoeeeeiiiiiiiiiiiiiieieeeeeeeeeee 11,776 13,704 1,928
Intergovernmental:
State Shares Revenues:
State shared taxes .......ooovvveeiiieiiie e 239,800 239,643 (157)
Local street @idS .....cooeeeeieeeee e 25,750 25,995 245
Payment for municipal services ............ccccooiiiiiiiiiiiiiiiiann. 2,695 2,341 (354)
(O] 1= 4,798 4,560 (238)
Total Intergovernmental ...........cccocoeiiiiiiiiiie 273,043 272,539 (504)
Charges for Services:
General governmMeNt  .......cccooiiiiiiiiiee e 12,855 12,408 (447)
Public safety  ..ooiieee e 13,272 15,121 1,849
PUDIIC WOIKS .. a e 44,588 45,855 1,267
[ (2= 11 o T 718 798 80
Culture and recreation ..............ceeeeeeeeiiiiiiiieeeee e 1,896 1,888 (8)
Conservation and development ...........ccccccoeiiiiieiiiiiiiiieeeeeiins 478 426 (52)
Total Charges for Services ........cccoooiiiiiiiieiiiiiiiiee e 73,807 76,496 2,689
Fines and Forfeits:
Court and contract forfeitures ............cccccvvvveeciieeeeeeeeeeeeeein, 5,206 5,784 578
(O] (oY - 16 16
Total Fines and Forfeits ...........oueeeeeeieiiiiiieceeee e 5,206 5,800 594
Other:
Interest on temporary investments ... 7,633 8,741 1,108
1Y ET0T=Y =T g =0 LU 6,416 10,142 3,726
JLICe] =1 O 1 1= R 14,049 18,883 4,834
8 ] 7 1 $ 524,977 $ 529,986 $ 5,009

See accompanying independent auditors' report.

130




CITY OF MILWAUKEE Exhibit I-9
GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
FOR THE YEAR ENDED DECEMBER 31, 2007
(Thousands of Dollars)
2007 Actual
Salaries Other Variance -
Final and Operating Favorable
Budget Wages Costs Equipment Total (Unfavorable)
General Government:
Zoning Appeals .........ccoeeeveevennnnn. $ 263 $ 176 $ 66 % - 9% 242 $ 21
Mayor ..o 867 822 34 2 858 9
Common Council - City Clerk ....... 6,554 5,047 1,208 155 6,410 144
Municipal Court ........ccccceeeeeennnee. 3,056 2,024 1,011 4 3,039 17
City Attorney  .......ccccvveeeeeeciiieeene. 11,873 4,592 6,802 66 11,460 413
Administration .................ccoeeene. 7,082 4,780 2,279 20 7,079 8
Employee Relations ..................... 108,537 3,268 101,640 3 104,911 3,626
Election Commission .................... 1,040 537 447 - 984 56
Comptroller .......cccoevveieeeeeiiiieeen. 36,766 3,118 31,784 6 34,908 1,858
City Treasurer ........cccceveveeenieeenns 2,922 1,528 1,260 1 2,789 133
Assessor's Office  .....ccooeeeeeeeeeennen. 3,467 3,083 374 - 3,457 10
Employee's Retirement ................ 18,910 182 18,134 - 18,316 594
Interest Expense ........ccccoeiinieenn. 6,568 - 6,568 - 6,568 -
Non-departmental - unallocated ... 26 - - - - 26
Total General Government ........ 207,931 29,157 171,607 257 201,021 6,910
Public Safety:
Fire and Police Commission ........ 478 342 129 7 478 -
Fire Department .........c..ccccccveeeenn. 75,023 70,472 4,376 148 74,996 27
Police Department ....................... 169,073 155,451 11,654 1,961 169,066 7
Neighborhood Services ................ 12,645 7,999 4,506 92 12,597 48
Total Public Safety .........c.......... 257,219 234,264 20,665 2,208 257,137 82
Public Works:
General Office .........coeeeeeecciiiinnnns 3,640 2,810 760 29 3,599 41
Infrastructure .......ccccoevviiiiiiis 19,939 12,456 7,409 69 19,934 5
Operations ........ccccooeeviieeieinee, 66,306 40,002 28,608 1,813 70,423 (4,117)
Total Public Works ..........c..e..... 89,885 55,268 36,777 1,911 93,956 (4,071)
Health ......cccovviiiiiieieeeeeeeeeeeeeeeeee, 10,359 8,261 2,067 31 10,359 -
Culture and Recreation:
Public Library ......cccccoviviiieieene 17,791 12,809 2,823 1,916 17,548 243
Conservation and Development:
Department of City Development . 3,320 2,182 1,097 - 3,279 41
o] - 1 $ 586,505 $341,941 $ 235,036 $ 6,323 $ 583,300 $ 3,205

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 1
NET ASSETS BY COMPONENT
LAST SIX YEARS
(Accrual Basis of Accounting) (Thousands of Dollars)

Fiscal Year
2002 2003 2004 2005 2006 2007
Governmental activities
Invested in capital assets,
net of related debt ..........ccccoeiiiiinne $ 392967 $ 420,357 $ 444873 $ 492841 $§ 500,045 $ 558,328
Restricted ..o 135,885 104,600 110,417 109,149 115,803 116,516
Unrestricted ......coocoieiiiicecee (97,970) (99,195) (159,507) (196,677) (200,581) (298,676)
Total governmental activities net assets .. 430,882 425,762 395,783 405,313 415,267 376,168
Business-type activities
Invested in capital assets,
net of related debt ..........ccccoeiiiiinne 506,502 518,861 529,213 560,899 554,966 581,594
Restricted 3,715 26,329 8,123 8,383 8,748 9,528
Unrestricted 67,505 58,061 89,077 63,657 82,725 60,566
Total business-type activities net assets . 577,722 603,251 626,413 632,939 646,439 651,688
Primary government
Invested in capital assets,
net of related debt ..........ccccoeiiiiinne 899,469 939,218 974,086 1,053,740 1,055,011 1,139,922
Restricted ..o 139,600 130,929 118,540 117,532 124,551 126,044
Unrestricted ......coocooeiiiicccee (30,465) (41,134) (70,430) (133,020) (117,856) (238,110)
Tota primary government net assets ....... $ 1,008,604 $ 1,029,013 $1,022,196 $ 1,038,252 $ 1,061,706 $ 1,027,856

Note: The city began to report accrual information when it implemented GASB Statement 34 in 2002.
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CITY OF MILWAUKEE Table 2
CHANGES IN NET ASSETS
LAST SIX YEARS
(Accrual Basis of Accounting) (Thousands of Dollars)
Fiscal Year
2002 2003 2004 2005 2006 2007
Expenses
Governmental Activities
General government .........ccccoceveereseeneseeeen 159,681 166,270 177,761 $ 180,975 $ 179,647 204,724
Public safety ... 229,167 257,207 241,027 263,852 263,608 297,711
Public WOrks .......ccoiiiiiiic e 132,198 137,693 150,591 155,048 154,644 155,288
Health ..o 22,125 24,679 27,251 27,036 27,316 23,102
Culture and recreation .........cccceceeiiieiieeneeennn 22,924 19,520 29,014 19,931 21,506 21,298
Conservation and development ............c.cccee..e. 50,828 64,197 57,967 57,245 66,092 70,025
Capital contribution to Milwaukee Public
Schools ........ 18,725 8,904 15,686 18,002 14,028 2,788
Contributions 20,378 22,499 20,582 25,465 25,412 21,915
Interest on long-term debt ... 29,908 26,981 24,159 22,589 32,131 30,536
Total Governmental Activities Expenses........ 685,934 727,950 744,038 770,143 784,384 827,387
Business-type Activities
WaALET oo 52,821 56,554 54,030 58,230 58,074 62,064
Sewer Maintenance ............cccocoieiiiieiinienenns 24,214 26,440 24,361 26,096 26,605 29,928
Parking ....oooiiiiiece e 21,893 21,438 22,283 22,369 22,609 24,025
Other activities ......ccocvviiiiiiiiecc e 33,924 34,936 34,214 34,789 35,603 37,927
Total Business-type Activities ..........cccccocevienienen. 132,852 139,368 134,888 141,484 142,891 153,944
Total Primary Government Expenses ................... 818,786 867,318 878,926 911,627 927,275 981,331
Program Revenues
Governmental activities
Charges for services
General government .........ccocceeeiiiieeeniienens 14,411 10,822 10,460 11,049 12,174 12,408
Public safety ... 8,081 8,348 13,153 13,888 13,522 15,121
Public works 31,652 32,777 33,305 35,382 44,722 45,855
Health ............. 877 890 911 693 667 798
Culture and recreation ................... . 2,308 2,366 2,412 1,808 1,892 1,888
Conservation and development ................... 420 511 584 590 551 426
Operating Grants and Contributions .................. 89,217 94,646 82,664 87,718 91,271 75,074
Total Governmental Activities Program Revenues. 146,966 150,360 143,489 151,128 164,799 151,570
Business-type Activities
Charges for services
WaAtEr oo 74,300 74,136 71,579 71,903 69,636 72,808
Sewer Maintenance ...........cccoceeiiiiiiiinieinns 28,007 32,657 30,959 31,072 34,261 37,756
Parking ............... 37,735 39,279 41,470 38,961 40,736 39,730
Other activities .......ccccecvevereenne. 33,416 34,363 33,631 36,395 35,489 37,199
Capital Grants and Contributions ...................... 1,108 2,053 2,236 1,850 7,780 6,062
Total Business-type Activities Program Revenues.. 174,566 182,488 179,875 180,181 187,902 193,555
Total Primary Government Program Revenues 321,532 332,848 323,364 331,309 352,701 345,125
Net (Expense)/Revenue
Governmental Activities (538,968) (577,590) (600,549) (619,015) (619,585) (675,817)
Business-type Activities 41,714 43,120 44,987 38,697 45,011 39,611
Total primary government net expense ................ (497,254) (534,470) (555,562) (580,318) (574,574) (636,206)
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Table 2 (Continued)

Fiscal Year

2002 2003 2004 2005 2006 2007

General Revenues and Other Changes in Net Assets
Governmental Activities

TAXES  cveeieeieee et $ 207,944 $ 213,014 $ 217,762 $ 224918 $ 236,043 $ 243,654

State aids for General Fund ............ccccceviennn. 283,068 284,565 273,865 272,875 272,417 272,539

Grants and contributions not restricted to

SPECIfiC Programs ........cccoecveeieienieiiie e

Miscellaneous ..........cceoveiieiieneeieiiee e 57,999 56,815 56,321 82,796 87,510 84,042

Special item - receipt of loans receivable ........ - - - 14,325 - -

Transfers ...ocoovevieieeieee e 11,151 18,073 22,622 33,631 33,569 36,483
Total Governmental Activities ...........ccccovceeneenne 560,162 572,467 570,570 628,545 629,539 636,718
Business-type Activities

Miscellaneous .........ccceevieiiiiiiiieiieeie e 686 482 797 1,460 2,058 2,121

Transfers ..o (11,151) (18,073) (22,622) (33,631) (33,569) (36,483)
Total Business-type Activities (10,465) (17,591) (21,825) (32,171) (31,511) (34,362)
Total Primary Government ..........c.cccoecvevveenienen. 549,697 554,876 548,745 596,374 598,028 602,356
Change in Net Assets
Governmental Activities ........cccceeeiiiieiiiieei. 21,194 (5,123) (29,979) 9,530 9,954 (39,099)
Business-type ACtiVities ........ccccceiiiiiiiiiiiiiiiiiens 31,249 25,529 23,162 6,526 13,500 5,249
Total Primary Government ..........c.cccoeoveveeienen. $ 52443 $ 20406 $ (6817) $ 16,056 $ 23,454 $ (33,850)

Note: The city began to report accrual information when it implemented GASB Statement 34 in 2002.
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CITY OF MILWAUKEE Table 3
FUND BALANCES, GOVERNMENTAL FUNDS
LAST SIX YEARS
(Modified Accrual Basis of Accounting) (Thousands of Dollars)

Year
2002 2003 2004 2005 2006 2007
General Fund
Reserved ......ccccoviiiiiiiieeee $ 86,010 $ 89,981 $ 87,036 $ 85,227 $ 105,175 $ 90,853
All Other Governmental Funds
Reserved ........ccoocveviiiiiiiieees $ 161,094 $ 135,708 $ 135,777 $ 148,440 $ 171,682 $ 90,812
Unreserved, reported in:
Capital projects funds .................. (11,897) (11,468) (13,116) (15,093) (14,400) (12,951)
Nonmajor governmental funds ..... - - (4,177) 10,497 * 8,154 16,357
Total all other governmental funds ..... $ 149,197 $ 124,240 $ 118,484 $ 143,844 $ 165,436 $ 94,218

* The substantial increase in the nonmajor governmental funds unreserved fund balance resulted from the transfer of the NIDC
loans to the City.
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CITY OF MILWAUKEE

CHANGES IN FUND BALANCES, GOVERNMENTAL FUNDS

LAST SIX YEARS

(Modified Accrual Basis of Accounting) (Thousands of Dollars)

Table 4

Revenues:
Property taxes
Other taxes
Special assessments
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Contributions received
Other

Total Revenues

Expenditures:

Current:
General government
Public safety
Public works
Health
Culture and recreation
Conservation and development

Capital outlay

Debt Service:
Principal retirement
Interest
Bond issuance costs

Total Expenditures

Excess of Revenues over (under)
Expenditures ..........cccooooiiiiiiiiiiiee.
Other Financing Sources (Uses):
General obligation bonds and
notes issued
Refunding bonds issued
Payment to refunded bond escrow agent ....
Payment - current refunding
Loans receivable activities
Issuance premium
Capital lease
Transfersin .....
Transfers out

Total Other Financing Sources and Uses.

Special ltem:
Receipt of loans receivable

Net Change in Fund Balances ............
Debt service as a percentage of
noncapital expenditures

Year

2002 2003 2004 2005 2006 2007
$183697 $ 197,499 $ 198,938 $ 205,205 $ 214,833 § 221,082
16,579 16,336 19,284 20,461 20,910 20,867
4,053 4,482 4,665 4,651 3,823 3,542
10,814 10,883 11,530 13,374 13,729 13,704
356,730 362,778 337,058 355,406 345,078 336,870
63,726 61,478 66,409 68,762 84,191 79,754
5,210 6,115 5,647 5,893 5,541 5,800
21,107 22,499 22,236 25,187 25,807 22,270
26,806 24,040 24,811 32,333 44,169 43,990
688,722 706,110 690,578 731,272 758,081 747,879
183,046 189,789 203,331 209,446 206,581 225,893
227,416 259,379 241,100 262,934 267,669 268,456
92,028 91,406 93,047 92,701 90,539 97,778
22,219 24,696 27,365 26,970 27,782 22,288
20,893 19,031 19,736 19,162 20,409 19,714
40,113 38,519 34,629 32,079 34,801 30,954
93,515 107,829 104,842 138,839 145,095 127,336
76,046 73,696 68,618 81,206 146,721 152,077
28,980 28,250 28,620 29,593 34,798 35,360
1,104 542 411 887 484 78
785,360 833,137 821,699 893,817 974,879 979,934
(96,638) (127,027) (131,121) (162,545) (216,798) (232,055)
101,838 81,901 89,331 126,828 215,763 102,928
138,044 16,563 - 28,112 1,785 -
(150,999) (17,648) - (30,492) - -
- - - - (1,819) -
- - - - 1,007 4,975
19,313 6,589 10,467 13,692 8,033 2,129
- 563 - - - -
47,776 50,318 57,312 71,699 139,533 145,447
(36,625) (32,245) (34,690) (38,068) (105,964) (108,964)
119,347 106,041 122,420 171,771 258,338 146,515
- - = 14,325 = -
$ 22,709 $ (20,986) $ (8,701) $ 23,551 $ 41540 $ (85,540)
14.7% 13.2% 12.6% 13.6% 20.5% 20.7%
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CITY OF MILWAUKEE Table 5
ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY
LAST TEN YEARS
(Thousands of Dollars)
Personal Property
Real Estate Machinery Furniture
Budget Residential Commercial Manufacturing Tools Fixtures &

Year Property Property Property Patterns Equipment All Other
1998 $ 8,457,842 $ 4,751,564 $ 571,006 $ 201,884 $ 846,261 $ 85,580
1999 9,093,198 5,123,443 625,806 225,321 913,644 90,702
2000 9,163,659 5,103,186 633,182 205,861 566,871 101,091
2001 10,292,623 5,612,522 741,472 218,677 621,414 96,287
2002 10,358,671 5,716,180 717,831 215,683 597,457 93,962
2003 12,027,395 6,176,332 765,130 205,531 593,878 97,989
2004 12,938,633 6,493,805 729,858 187,208 560,426 99,587
2005 14,301,662 6,903,490 733,600 178,275 558,290 97,103
2006 16,116,818 7,547,715 721,966 185,601 541,831 108,218
2007 18,211,504 8,498,283 740,265 212,808 577,964 114,128

Ratio of

Total

Assessed

Total Estimated to Total

Total Taxable Direct Actual Estimated

Budget Assessed Tax Taxable Actual

Year Value Rate Value Value
1998 $ 14,914,137 $ 999 $ 15,511,857 96.1%
1999 16,072,114 9.71 16,228,218 99.0
2000 15,773,850 9.69 16,701,225 94.4
2001 17,582,995 10.49 17,344,251 101.4
2002 17,699,784 10.87 19,453,830 90.9
2003 19,866,255 10.15 20,298,387 97.9
2004 21,009,517 9.73 21,730,754 96.7
2005 22,772,420 9.19 23,491,774 96.9
2006 25,222,149 8.75 26,256,714 96.1
2007 28,354,952 7.99 30,226,985 93.8

Source: The Assessed Values are established by the City of Milwaukee Assessor's Office and are used to calculate property
taxes. The Estimated Actual (Equalized) Values are provided by the State Supervisor of Assessments. State law requires
all assessments to be within 10% of the equalized value ratio at lease once every four year period.

Note: Beginning with the year 2002 property is reassessed each year. Prior to 2002 property was reassessed every two years.
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CITY OF MILWAUKEE Table 6
DIRECT AND OVERLAPPING PROPERTY TAX RATES
LAST TEN YEARS
(Rate per $1,000 of assessed value)

Budget Year

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
City Direct Rates (A)

City of Milwaukee $ 947 $ 920 $ 912 $ 986 $1022 $ 951 $ 922 $ 852 $ 808 $ 7.28

Allocation of Debt Service

incurred for Schools 0.52 0.51 0.57 0.63 0.65 0.64 0.51 0.64 0.67 0.71

Total Direct Rate 9.99 9.71 9.69 10.49 10.87 10.15 9.73 9.16 8.75 7.99
Overlapping Rates (B)
Milwaukee School Board 9.02 9.44 8.95 8.81 9.1 8.55 8.12 8.84 8.35 7.48

Less: allocation of Debt Service

in City rate (0.52) (0.51) (0.57) (0.63) (0.65) (0.64) (0.51) (0.64) (0.67) (0.71)
Total School Rate 8.50 8.93 8.38 8.18 8.46 7.91 7.61 8.20 7.68 6.77

Milwaukee Area District Board
of Vocational, Technical and

Adult Education 2.11 2.01 2.16 2.00 2.23 2.05 2.04 2.00 1.96 1.89
County of Milwaukee 5.96 5.72 5.82 5.46 5.91 5.20 4.94 4.70 4.43 4.18
State of Wisconsin 0.21 0.20 0.21 0.20 0.22 0.20 0.21 0.21 0.20 0.19
Milwaukee Metropolitan

Sewerage District 1.77 1.72 1.80 1.68 1.87 1.74 1.64 1.59 1.48 1.39

Total Tax Rate (C) $2854 $28.29 $28.06 $28.01 $29.56 $27.25 $26.17 $25.86 $24.50 $22.41

(A) State law prohibits the City from raising property taxes more than 2% plus 60% growth of new development.
(B) Overlapping rates are those of local and county governments that apply to property owners within the City of Milwaukee.

(C) Tax rates were constructed considering the provision of the tax incremental district law. The application of these rates to the
applicable assessed values will provide a tax yield higher than the levy.
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CITY OF MILWAUKEE Table 7
PRINCIPAL PROPERTY TAXPAYERS
Current Year and Nine Years Ago
(Thousands of Dollars)
2007 1998
Percentage Percentage
of Total of Total
A d A d A d A d
Taxpayer Type of Business Valuation Valuation Valuation Valuation
U. S. Bank Banking $ 251,923 .86 $ S S
Northwestern Mutual Life
Insurance Company Insurance 189,075 .64 215,305 1.34
Marcus Corp./Mil. City Center/Pfister Hotels/Motels/Restaurants 115,918 .39 64,283 40
Metropolitan Associates Real Estate 102,999 .35 - -
NNN 411 East Wisconsin LLC Real Estate 92,818 .32 - -
Towne Realty Real Estate 87,959 .30 82,414 .51
M & | Marshall & llsley Bank/Metavante Corp. Banking 84,209 .29 74,138 46
Geneva Exchange Fund Real Estate 73,500 .25
Crichton-Hauck/Shorline/Juneau Village Real Estate 72,927 .25 - -
EC Milwaukee Joint Venture Real Estate Investment 71,573 .24 160,740 1.00
Miller Brewing Brewery - - 99,437 .62
Teachers Insurance & Annuity
Association of America Real Estate - - 100,078 .62
Sampson Enterprises Hotels/Motels/
Recreational Facilties - - 67,859 42
JMB Realty Corporation Real Estate Investment - - 65,925 41
Allen Bradley Company Electric Motors, Electronic
Components, Control
Division - - 69,109 43
$ 1,142,901 3.89 $ 999,288 6.21

Source:

City of Milwaukee Assessor's Office
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CITY OF MILWAUKEE
PROPERTY TAX LEVIES AND COLLECTIONS

LAST TEN YEARS

(Thousands of Dollars)

Table 8

Taxes Collected for the Levy Collections
Levied Levy Year (B) Purchased Total
for the Purchased Percent Delinquents Adjusted Total Collections to Date
Fiscal Year and Total Current Original Original Levy in Percentage
Budget (Original Adjustments Adjusted Tax Levy Levy Year Subsequent of Adjusted
Year Levy) (A) Levy Collections Collected (C) Years Amount Levy
1998 $ 167,625 $ 13,417 $ 181,042 $ 164,297 98.01% $ 7,831 $ 8,648 $ 180,776 99.85%
1999 177,125 13,261 190,386 173,190 97.78 8,413 8,620 190,223 99.91
2000 177,438 15,011 192,449 172,451 97.19 8,555 11,259 192,265 99.90
2001 211,311 19,336 230,647 206,173 97.57 13,621 10,686 230,480 99.93
2002 222,708 20,049 242,757 217,242 97.55 13,599 11,294 242,135 99.74
2003 234,485 20,774 255,259 228,345 97.38 12,918 13,277 254,540 99.72
2004 240,643 22,530 263,173 235,012 97.66 15,497 11,767 262,276 99.66
2005 248,267 23,183 271,450 242,587 97.71 14,992 11,917 269,496 99.28
2006 261,685 25,118 286,803 255,818 97.76 15,647 11,084 282,549 98.52
2007 265,319 31,686 297,005 257,350 97.00 18,581 - 275,931 92.90
(A) This column includes adjustments. The City purchases delinquent taxes from the other units (Milwaukee County, Metropolitan

Sewerage District, State, Milwaukee Area Technical College and Milwaukee Public Schools.

(B) Tax collections begin in December for the succeeding Budget Year

(C) Collections of (A) in the year purchased.

(D) State law limits levy increases to 2% of economic development for general city purposes.
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CITY OF MILWAUKEE Table 9
RATIOS OF OUTSTANDING DEBT BY TYPE,
LAST TEN YEARS
(Dollars in Thousands, except per capita)
Governmental Activities
General Less: Estimated Percentage
Obligation Amounts Actual of Total
Bonds Available Taxable Taxable
and in Debt Value of Value of Per
Year Notes Service Fund Total Property Property Capita
1998 $ 432,877 $ 24,941 $ 407,936 $ 15,511,857 2.63% $ 668.03
1999 473,089 31,322 441,767 16,228,218 2.72% 726.41
2000 522,503 30,436 492,067 16,701,225 2.95% 812.57
2001 566,429 42,137 524,292 17,344,251 3.02% 880.41
2002 591,155 40,466 550,689 19,453,830 2.83% 924.04
2003 598,275 35,365 562,910 20,298,387 2.77% 945.68
2004 618,988 43,807 575,181 21,730,754 2.65% 968.45
2005 664,285 44,207 620,078 23,491,774 2.64% 1,046.08
2006 733,327 52,284 681,043 26,256,714 2.59% 1,153.59
2007 669,404 56,778 612,626 30,226,985 2.03% 1,038.01
Business-Type Activities
General
Obligation State Percentage
Bonds Loans Total of
and Revenue (Revenue Primary Personal Per
Year Notes Bonds Bonds) Government Income (A) Capita (A)
1998 $ 85,524 $ 4,873 $ - $ 498,333 2.01% $ 816.06
1999 86,010 17,560 - 545,337 2.14% 896.71
2000 82,737 16,773 - 591,577 2.23% 976.89
2001 76,954 45,124 - 646,370 2.30% 1,085.41
2002 68,394 44,426 - 663,509 2.31% 1,113.35
2003 61,807 76,528 - 701,245 2.41% 1,178.08
2004 53,943 74,690 - 703,814 2.36% 1,185.03
2005 46,125 71,476 - 737,679 2.39% 1,244 .47
2006 74,135 68,150 - 823,328 2.53% 1,394.60
2007 58,936 64,711 14,369 750,642 not available 1,271.86
Note: Details regarding the city's outstanding debt can be found in the notes to the financial statements and in the
Miscellaneous Financial Data Section.
(A) See Table 13 for personal income and population data
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CITY OF MILWAUKEE Table 10
COMPUTATION OF DIRECT AND OVERLAPPING DEBT
December 31, 2007
(Thousands of Dollars)

Percentage City of
Applicable Milwaukee's
Net Debt to City of Share of
Name of Government Unit Outstanding Milwaukee (C) Debt
Debt Repaid with property taxes
Direct Debt:
City of MIlWauKee (A) ..o $ 671,562 100.00 $ 671,562
Overlapping Debt:
Milwaukee Area Technical College District ..........ccoociiiiiiiiiiiies 60,890 41.70 25,391
County of MilwauKee .........oooiiiiiiie e 452,851 47.81 216,508
Milwaukee Metropolitan Sewerage Area (B) .......coccvvveeeieiiiiieeeeiinns 768,559 48.89 375,749
Total Direct and Overlapping Debt ..ot $ 1,289,210
Sources: Estimated Actual (Equalized) Values used to estimate applicable percentages provided by the State Supervisor

Note:

(A)

(B)

of Assessments. Debt outstanding data provided by each governmental unit.

Overlapping governments are those that coincide, at least in part, with the geographic boundaries of the city.
This schedule estimates the portion of the outstanding debt of those overlapping governments that is borne by
the residents and businesses of the City of Milwaukee. This process recognizes that, when considering the
government's ability to issue and repay long-term debt, the entire debt burden borne by the residents and
businesses should be taken into account. However, this does not imply that every taxpayer is a resident, and
therefore responsible for repaying the debt, of each overlapping government.

Excludes $65,446 of Industrial Revenue Bonds. Includes debt incurred to finance Milwaukee School Board
construction. Net Debt Outstanding computation shown Table 11.

Includes $520,824 low interest loan from the State of Wisconsin Clean Water Fund, supported by the full faith
and credit of the District.

The percentage of overlapping debt applicable is estimated using estimated actual (equalized) property values.
Applicable percentages were estimated by determining the portion of the City's equalized value.
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CITY OF MILWAUKEE

LEGAL DEBT MARGIN INFORMATION

Last Ten Fiscal Years

Table 11

(Thousand of Dollars)
Fiscal Year
1998 1999 2000 2001 2002
Debt limit ..cooeeeieiee $1,135,975 $ 1,169,086 $ 1,214,098 $ 1,361,768 $ 1,420,887
Total net debt applicable to limit 493,460 527,777 574,804 601,246 619,083
Legal debt margin ............c.ccoee $ 642,515 $ 641,309 $ 639,294 $ 760,522 $ 801,804
Total net debt applicable to the
limit as a percentage of debt limit 43.44% 45.14% 47.34% 44.15% 43.57%
Fiscal Year
2003 2004 2005 2006 2007
Debt limit ..o $1,521,153 $1,644,424 $1,837,970 $1,837,970 $2,115,889
Total net debt applicable to limit 624,717 629,124 666,203 755,178 671,562
Legal debt margin ..........cccoevieenne $ 896,436 $1,015,300 $1,171,767 $1,082,792 $ 1,444,327
Total net debt applicable to the
limit as a percentage of debt limit 41.07% 38.26% 36.25% 41.09% 31.74%
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Table 11 (Continued)

(A)

Note:

Legal Debt Margin Calculation for Fiscal Year 2007

ASSESSEA VAIUE ..ot $ 28,354,952
EQUaliZEd ValUE ... 30,226,985
Debt Limit 7 percent of Equalized Value ............ccccooviiiiiiiiiiiiiiec e 2,115,889
Amount of Debt Applicable to Debt Limit:
General Obligation bonds ................. $ 462,322
General Obligation notes .................. 207,082
Parking bonds and notes .................. 11,733
Harbor bonds and notes .................... 3,672
Water Works bonds  ..........cccovunnnnnn. 19,896
Sewer Maintenance bonds and notes.. 23,635
Water Works revenue bonds 11,206
Sewer revenue bonds ........cccceeeeeee.... 53,505
Total DEBt  vveeeeeeeeeeeeeeeeeee e, $ 793,051
Deduct:
Assets in Debt Service Funds ........... 56,778
Water Works revenue bonds (A) ....... 11,206
Sewer revenue bonds ....................... 53,505
Total Deductions — .....cccceeeeeeeeeenenns 121,489
Total Amount of Debt Applicable to Debt Limit 671,562
Legal Debt Margin  ........cccoeeiiieeee. $ 1,444,327

The Water Revenue Bonds and Sewer Revenue Bonds are payable only from the income and revenues
derived from the operations of the water system and sewer system, respectively. These bonds do not
constitute an indebtedness of the City within the meaning of any constitutional or statutory debt limitation or
provision.

State Statutes (67.03 and 119.49) limit direct general obligation borrowing in the amount equivalent to 7%
of the equalized valuation of taxable property. However, it may be reduced in any year by the amount of
any surplus money in the debt service fund. The statutes further provide that within the 7% limitation,
borrowing for school construction purposes may not exceed 2% of the equalized valuation and borrowing
for general city purposes may not exceed 5% of the equalized valuation. The legal debt margin as of
December 31, 2007 was $604,540 for school purposes and $839,787 for general purposes.
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CITY OF MILWAUKEE
PLEDGED-REVENUE COVERAGE
LAST TEN YEARS
(Thousands of Dollars)

Table 12

Year

1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

Year

2001
2002
2003
2004
2005
2006
2007

Note:

Water Revenue Bonds

Debt Net Total
Gross Coverage Available Debt Service Debt
Revenues Expenses Revenue Principal Interest Service Coverage
$56,522 $ 41,935 $ 14,587 $ = $ 3 $ S 4,862.33
56,556 41,313 15,243 - 300 300 50.81
63,188 42,046 21,142 787 446 1,233 17.15
62,328 41,824 20,504 744 433 1,177 17.42
74,245 37,948 36,297 763 414 1,177 30.84
74,161 42,072 32,089 782 394 1,176 27.29
71,546 47,884 23,662 803 SIS 1,176 20.12
72,661 51,953 20,708 824 352 1,176 17.61
71,149 51,365 19,784 846 330 1,176 16.82
74,211 55,514 18,697 868 307 1,175 15.91
Sewer Revenue Bonds
Debt Net Total
Gross Coverage Available Debt Service Debt
Revenues Expenses Revenue Principal Interest Service Coverage
$18,899 $ 14,093 $ 4,806 $ = $ 113 $ 113 42.53
28,307 15,283 13,024 - 1,357 1,357 9.60
32,792 14,722 18,070 1,000 1,340 2,340 7.72
31,279 13,557 17,722 1,035 2,827 3,862 4.59
31,390 15,022 16,368 2,390 2,762 5,152 3.18
34,630 14,834 19,796 2,480 2,667 5,147 3.85
38,170 17,747 20,423 2,570 2,575 5,145 3.97

Water Revenue Bonds issued in 1998. Sewer Revenue bonds issued in 2001.

Details regarding the city's outstanding debt can be found in the notes to the financial statements.
Gross revenues include nonoperating interest income. Operating expenses do not include interest,
depreciation, or amortization expenses, but does include the transfer for Payment in Lieu of Taxes.
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CITY OF MILWAUKEE Table 13
DEMOGRAPHIC AND ECONOMIC STATISTICS,
LAST TEN CALENDAR YEARS

Year
1998
1999
2000
2001
2002
2003
2004
2005
2006

2007

(A)

(B)

(©)

(D)

(E)
(F)

County of Milwaukee

Personal
Income Per

(Thousands Capita Median School Unemployment

Population of Dollars Income Age Enrollment Rate
(A) (B) (€) (D) (E) (F)

610,654 $ 24,772,518 $ 26,286 30.3 105,645 4.8%
608,150 25,533,958 27,149 30.3 105,374 49
605,572 26,520,952 28,220 30.6 103,541 5.9
595,508 28,125,424 29,796 30.6 103,397 7.4
595,958 28,737,661 30,354 30.6 103,464 8.9
595,245 29,139,237 30,699 30.6 103,769 7.9
593,920 29,863,926 31,428 30.6 102,309 6.8
592,765 30,895,266 32,538 30.6 100,262 6.5
590,370 32,500,267 34,128 30.6 97,509 6.5
590,190 Not available Not available 30.6 87,360 6.5

The December 31, 1998 through 2007 populations are estimated from the Wisconsin Department of
Revenue used in the distribution of State Shared Taxes. 2006 and 2007 is from the Wisconsin
Department of Administration estimates. (The population data differs from the Census Bureau.)

Personal income is from the Regional Economic Information System, Bureau of Economic Analysis, U.S.
Department of Commerce. Personal income includes all of Milwaukee County because a substantial
portion of the County is made up of the City of Milwaukee.

Per capita personal income is from the Regional Economic Information System, Bureau of Economic
Analysis, U.S. Department of Commerce and includes all of Milwaukee County because a substantial
portion of the County is made up of the City of Milwaukee.

Median age of the population is determined only during a census. These figures represent the data
collected by the 1990 and 2000 Regular Census.

Annual School Census by Board of School Directors. Represents Public Schools only.

State of Wisconsin, Department of Workforce Development.
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Employer
Aurora Health Care

Wheaton Franciscan Healthcare

U.S. Government (Includes Zablocki V.A.

Medical Center)
Roundy's Supermarkets
Covenant Health Care
City of Milwaukee
Milwaukee Public Schools
Quad Graphics
M&I Marshall & lisley
Kohl's Corp.

GE Healthcare

Milwaukee County
Northwestern Mutual Life
Allen-Bradley (now Rockwell)

Horizon Health Care

CITY OF MILWAUKEE Table 14
PRINCIPAL EMPLOYERS
Current Year and Nine Years Ago
2007 Estimates (1) 1998
Percentage Percentage
of Total of Total

Employees Rank Employment

Employees Rank Employment

17,384 1 3.79% 9,186 2 1.90%
12,000 2 2.62%

10,800 3 2.36% 7685 4 1.59%
7532 4 1.64%

3689 8 0.76%

7350 5 1.60% 7738 3 1.60%

7137 6 1.56% 11,909 1 2.46%
7000 7 1.53%

6869 8 1.50% 4,763 7 0.98%
6,700 9 1.46%
6,462 10 1.41%

6782 5 1.40%

3,247 10 0.67%

3380 9 0.70%

: - 6,016 6 1.24%

89,234 19.47% 64,395 13.31%

(1) Reflects full-time equivalent employees.
Note: Data includes all of Milwaukee County.
Source: The 2008 Business Journal Book of Lists. City from internal records.

The 1998 data was from the Department of Administration January 1999 survey. Wisconsin Department of
Workforce Development quarterly report of "Employment and Wages".
Total employment data (1998=483,801) (2007=458,299) from the State of Wisconsin Workforce Development.
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CITY OF MILWAUKEE

Table 15

CITY GOVERNMENT EMPLOYEES BY FUNCTION/PROGRAMS - ADOPTED BUDGET POSITIONS

LAST TEN YEARS

Adopted budgeted positions for the year

Functions/Programs 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
General Government 806 814 803 748 747 727 685 678 673 692
Temporary - Election
Commission 1,719 1,321 1,711 1,338 103 65 103 63 103 29
Public Safety
Fire
Fire Fighting Force 1,057 1,056 1,077 1,077 1,075 1,079 1,039 1,033 1,007 1,077
Civilians 63 64 63 66 66 67 64 74 75 75
Police
Law Enforcement 2,183 2,174 2,138 2,135 2,130 2,134 2,149 2,155 2,159 2,156
Civilian 562 595 554 546 582 576 563 564 567 613
School Crossing
Guards 241 241 241 241 241 241 241 241 241 241
Neighborhood Services 214 291 277 280 288 216 223 227 224 228
Public Works
Administrative Services 66 66 71 73 71 69 64 65 65 64
Infrastructure Services 815 815 801 786 783 783 728 711 703 698
Operations 1,804 1,883 1,820 1,824 1,814 1,755 1,619 1,606 1,588 1,577
Sanitation emergency 500 500 500 500 500 500 250 - - -
Winter relief 300 262 262 262 262 237 159 74 66 66
Health 430 378 374 368 377 367 359 345 326 337
Culture and recreation 416 419 446 447 449 445 409 409 402 398
Conservation and
development 369 310 300 287 271 325 252 238 236 232
Youth initiative positions 528 528 - - - - - - 25 25
Water 490 443 412 400 388 382 363 363 355 346
Sewer Maintenance 188 190 190 191 193 209 198 198 199 189
Parking 25 32 99 125 128 128 128 128 129 128
Port of Milwaukee 37 35 85 35 85 34 33 29 30 31
Subtotal 12,813 12,417 12,174 11,729 10,503 10,339 9,629 9,201 9,173 9,202
Less: Election Commission
temporary
General Government (1,719) (1,321) (1,711)  (1,338) (103) (65) (103) (63) (103) (29)
Total Budgeted Positions 11,094 11,096 10,463 10,391 10,400 10,274 9,526 9,138 9,070 9,173

Source: Budget Office. Firefighters and Law Enforcement from Departmental reports.

Note: Beginning in 2004 Fire auxiliary positions were unfunded and therefore excluded. After 2001 temporary poll workers are no

longer considered City employees.
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CITY OF MILWAUKEE Table 16
OPERATING INDICATORS BY FUNCTIONS/PROGRAMS
LAST TEN YEARS
Operating Indicators
Functions/Programs 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
General government
Investment portfolio
return 5.60% 5.20% 6.14% 4.12% 1.70% 1.20% 1.50% 3.00% 4.78% 5.09%
Courtroom cases 114,978 131,117 137,432 116,388 114,949 110,130
Public safety
Police
Dispatched
assignments 568,923 550,714 511,768 511,000 536,109 503,909 500,162 491,144 489,139 488,426
Traffic citations 141,989 138,035 100,612 132,732 141,464 146,210 108,346 98,044 93,369 95,327
Homicide clearance
rates 82.20% 81.45% 80.99% 83.46% 78.70% 79.44% 80.68% 71.31% 71.84% 83.80%
Fire
Number of medical
emergency assists 51,091 51,862 52,735
Number of fires
extinguished 2,662 2,527 2,438
Civilian fire deaths 12 16 14
Building Inspection
Complaints reported 34,291 33,443 33,985 30,096 31,479 31,284 34,078 34,431 33,576
Orders issued 26,695 33,306 42,144 41,762 44,042 44,564 55,443 54,976 52,729
Public Works
Major streets paving
(miles) 9.04 6.29 6.74 11.31 4.63 6.72 3.32 5.94 7.81 4
Asphalt patching/pot
holes (tons) 9,350 9,409 10,360 10,500 10,459 10,236 10,014 10,344 10,560
Refuse tonnage 304,896 298,438 302,565 323,577 314,795 322,613 335,033 317,122 312,451 292,775
Recycling tonnage 32,731 32,268 29,137 28,544 27,270 26,101 25,802 25,483 25,300 23,716
Health
Food inspections
Immunizations
Culture and Recreation
Library hours of
operation 36,548 36,229 36,229 36,229 36,229 35,842 36,552 33,339 33,218 34,302
Collections size 2,844,565 2,912,934 2,969,977 3,017,395 3,022,382 3,062,142 3,104,911 3,030,281 3,018,232 2,828,429
Public computers 307 379 449 454 454 474 488 481 495 490
Conservation and
Development
Jobs created 800 940 4,653 545 514 1,193 2,037 2,466 3,494 2,354
retained 1,625 2,488 1,813 2,203 1,925 1,321 14,108 2,775 9,182 2,092
New housing units 1,538 982 1,037
Water
Millions gallons sold 41,760 41,901 41,730 40,813 39,970 36,473 37,237 38,439 35,486 35,049
Population served 822,300 846,388 833,322 831,850 831,979 830,719 833,112 852,857 849,981 858,920
Sewer Maintenance
Sewer service backups 36 50 76 46 58 59 32 43 40 42
Street flooding
complaints 4,498 3,889 5,538 4,428 2,728 2,500 1,724 4,143 4,810 3,366
Parking
Citations issued 818,471 813,044 772,508 1,217,168 1,075,501 1,002,923 1,113,620 929,714 932,346 906,423
Vehicle tows 20,707 27,480 27,790 31,646 31,541 29,728 29,333 26,799 31,659 36,273
Port
Metric tonnage total 2,666,036 2,528,200 2,509,752 2,927,447 2,724,231 2,654,876 2,923,364 3,424,827 3,481,541 3,568,929

Sources: Various city departments.

Ten years of data was not available for all operating indicators, but will be accumulated as it becomes available.
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CITY OF MILWAUKEE Table 17
CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM
LAST TEN YEARS
Year
Functions/Programs 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Public safety
Police
Stations 7 7 7 7 7 7 7 7 7 7
Lock-up facilities 6 6 6 7 7 7 7 7 7 7
Patrol Vehicles 496 496 496 514 495 498 503 482 485 478
Patrol motorcycles 55 55 55 57 57 57 59 59 57 57
Fire Stations 36 36 36 36 36 36 36 36 36 36
Public Works
Streets - paved 1,414 1,415 1,417 1,418 1,418 1,418 1,418 1,418 1,418 1,418
Streets - unpaved 16 16 15 14 14 14 14 15 15 15
Alleys 416 416 415 416 416 416 416 415 415 415
Street lights 66,739 66,692 6,692 66,419 66,861 67,065 67,294 67,427 67,742 67,447
Alley lights 8,749 8,766 8,766 8,790 8,787 8,792 8,803 8,803 8,917 8,790
Garbage/snow trucks 184 213 205 205 198 195 199 188 173 172
Health
Health centers 5 5 5 5 5 5 5 5 5 3
Culture and Recreation
Playgrounds, Playfields,
Tot Lots, Recreation
Centers 277 277 277 277 277 277 277 277 277 277
Libraries 13 13 13 13 13 13 13 13 13 13
Water
Miles of Mains 1,946 1,949 1,952 1,953 1,954 1,956 1,960 1,961 1,964 1,966
Hydrants 19,488 19,554 19,594 19,623 19,730 19,734 19,758 19,754 19,780 19,632
Million gallons pumped 47,210 47,976 45,419 44,997 46,253 46,102 4,409 44,560 41,862 44,873
Million gallons consumed 41,723 41,901 41,730 40,813 39,915 39,435 37,289 38,401 35,486 35,050
Miles of Sewers
Storm 929 949 950 953 955 956 955 956 956 958
Sanitary 907 932 932 934 935 934 935 935 935 938
Combined 524 547 546 546 547 548 547 548 547 547
Parking
Parking lots 48 51 51 51 52 51 51 48 46 45
Parking structures 5 5 6 4 4 4 4 4 5
Port
Cargo terminals 5 6 6 6 6 6 6 6 6 6
Rental Warehouses
and buildings 4 4 4 4 4 4 5 5 5 5
Ferry terminal 1 1 1 1
Cranes and forklifts 13 13 13 13 13 11 11 11 10 10
Vessel berths 13 13 13 13 13 13 13 13 13 13

Sources: Various city departments

Note: No capital asset indicators are available for the general government function.
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